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PREFACE. 



ALL writers on railway statistics nnanimonsly 
disapprove of the secrecy maintained in the 
-accounts of English railways ; and, they also 
complain of the suppression by railways, of 
details which should invariably appear in all 
business accounts ; the absence of which details 
in. railway accounts, renders it impossible to 
venture on any opinion whatever, as to the 
financial position of the companies. 

It can be readily seen, from an examination of 
any set of railways accounts which may be at 
hand, that the companies adopt methods in the 
<;onduct of their affairs, which are condemned on 
^very hand, as not being within the limits in 
which sound businesses are conducted. In 
framing their accounts, English railway com- 
panies systematically act in violation of established 
principles, an observance of which is essential, 
to insure the permanent stability of every joint 
iStock or private undertaking. 

The companies represent, that their fixed and 
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movable assets have a tangible existence, and are 
of the values stated in their accounts ; whereas 
it is notorious, that many millions, detailed in 
their books as cost of properties, consist of 
extinguished assets, revenue charges, losses, and 
fictions, which never had any connection what- 
ever, with the acquisition of their existing 
assets. 

These irregularities might have been corrected, 
to some extent, by the companies applying 
premiums they had received on issuing new 
stocks, towards the reduction or elimination of 
the outstanding items in their property or con- 
struction accounts ; but no such course has 
apparently ever been adopted by the companies. 

Without receiving any consideration for doing 
so, the companies, quite voluntarily, increased 
the amount of their liabilities by 44 millions ; so 
manipulating their accounts, that debenture 
holders were credited with about £20, in addition 
to every £100, which had been advanced by 
them. The ordinary stockholders, moreover, 
agreed between thenxselves, by a process known 
as " duplication," to make it appear to the world, 
that, additional sums had been paid in cash, upon 
every £100, which had been originally paid, or 
credited, on their stocks. This watering process. 
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to the close of 1900, amounted to a further snin 
of 142 millions. 

The conduct of any one, who, whilst engaged 
in l^itimate commerce, had adopted similar 
practices to those just described, would of course 
be universally condemned; but these irregu- 
larities, on the part of English railways, are 
considered justifiable. The general details of 
their operations are concealed by the companies, 
as they are stealthily wrapt within the folds of an 
elastic phrase or definition of " Capital Account 
Balance," which is introduced, as the head line, 
in all English Railway so-called balance sheets. 
Every such balance sheet, however, bears the 
unequivocal stamp of falsehood in this first line, 
stating an amount which is f ocussed or worked 
out from an accumulated conglomeration of, 
more or less, fictitious figures and calculations. 

The irregularities of the companies in these 
respects, are the more reprehensible, seeing that 
the companies are not absolute owners of the 
national railways. The nation still has the 
option of purchasing them from the companies, 
who are under obligation, in the meantime, to 
render material benefits to the nation, in return 
for the concessions granted to them, on their 
acquisition of the monoply of land transportation. 
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As the prosperity of the country is largely 
dependent on the complete maintenance and 
efficiency of its railways, the nation is entitled, 
as one of the contracting parties, to every assur- 
ance and guarantee, that the companies shall so 
conduct and manage their railways, that their 
values, as national institutions, are permanently 
maintained, with absolute certainty. The nation 
is also entitled to insist upon the companies 
so managing their affairs as to insure a complete 
avoidance of all indiscretions, and irregularities 
which are in any way calculated to imperil 
or prove detrimental to the industrial and trading 
interests of the country. 

The legislature never had in contemplation the 
probability that the State might, in the course 
of years, have to deal with a number of insolvent 
railway companies ; but, on the other hand, it 
was clearly intended from the first, that the 
State authorities should protect the public, by 
always exercising such control over their manage- 
ment as would prevent their ever becoming 
financially unsound. 

It necessarily follows, that the public are 
clearly entitled, to accounts from the railways, 
in proper and intelligible form; and distinct 
proofs as to the actual amount of the net earnings 
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of the railways, and that dividends are being 
properly paid out of net revenne alone. These 
proofs can only be assured with certainty by 
showing that the companies' assets, at their real 
Talnes, exceed their capital indebtedness and 
liabilities ; the surplus alone, being assignable 
to the payment of dividends, and reserve invest- 
ments against future loss, deterioration, or other 
contingencies. 

It is of the highest importance therefore that 
railway directors should realize a thorough 
appreciation of their responsibilities to their 
shareholders ; and they should occasionally be 
reminded of the important fact, that the destinies 
of the nation, and its financial and commercial 
prestige, are largely dependent on the manner in 
which the affairs of its national railways are 
conducted. 

Directors should also remember, that, as they 
have undertaken the duties of servants, there is 
great danger in having a plurality of masters. 
They cannot possibly serve a dozen or more 
groups of shareholders efficiently, unless endowed 
with such a superabundance of mental, physical 
and business capability, as is not possessed by 
many of their number. 

Recent events and press agitations have abund- 
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antly demonstrated the urgent necessity for 
closer enquiry on the part of railway shareholders 
as to the manner in which the management of 
their affairs is conducted. Having regard to the 
enormous capital values of the properties which 
are controlled by directors of railways and other 
joint stock undertakings, it is submitted that a 
necessity exists for some authoritative enuncia- 
tion being issued as to what is the real and 
technical meaning of the words " capital " and 
" profit," as the nation appears to be in need of 
enlightenment on each of these important points. 
Whilst endeavoring in the interests of railway 
shareholders and the public to introduce light 
into some dark places ; to expose administrative 
defects; and to suggest means by which some 
of them may be remedied to the advantage of 
shareholders ; it is hoped that the shareholders 
will resolve upon more substantial help being 
extended to the weak and neglected railway 
servants, and also to the third-class passengers 
who are deserving of better treatment than they 
receive from some of the railway companies. 



London, January 26^^, 1903. 
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CHAPTER I. 

The first iron railroads. Competition for traffic on introduc- 
tion of steam. Parliamentary approval of steam traction 
on public roads. Great lines projected. Views of 
travellers by first railways. The Railway Mania. The 
Cheap Trains Act, 1844. 

The close of the eentniry which gave birth to 
iron railroads and steam traction, seems a suit- 
able occasion on "which to review the course 
of their development. The apparent certainty 
of electricity ultimately supplanting steam 
altogether, as a motive power, now lends an 
additional interest to this subject. It seems 
but a short time since we witnessed passenger 
trains travelling along our suburban lines 
without locomotives, the traction being effected 
on these primitive railroads, by means of 
fixed-engines and ropes, their long loose ends 
dangling about at points where joinings had 
been made in them. The motive power in 
those cases was generated and supplied by 
steam-engines, fixed at different stations on 
the line, the trains being hauled or propelled 
at a maximum speed of about ten miles an 
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hour ; whereas by electricity we shall soon be 
able to travel, with perfect comfort and safety, 
at ten times that rate of speed. It is somewhat 
singular, that the coming passenger trains on our 
railroads should resemble those originally made 
up, in being unaccompanied by steam locomo- 
tives, as their propulsion is now being ejffected 
by electric power, transmitted from generating 
and accumulating stations placed along the route, 
and capable of indefinite extension. 

The original tramways were intended and used 
exclusively for the carriage of merchandise, and 
Parliament had authorized, between 1801 and 
1825, the raising of about 155 millions as capital 
and loan moneys, for the construction, not only 
of tramways, but also of railroads of an improved 
character, for the conveyance of passengers and 
goods. 

Merchandise traction was effected in the first 
instance, and mainly during the first quarter of 
the century, by horse power, and often on 
wooden tramroads, the proportion of haulage on 
railroads, worked by fixed-engines over iron 
rails, then being almost nominal. The fact 
however, of steam possessing immense advan- 
tages over horse power, very soon became 
apparent, owing to the discovery that in steam, 



speed does not diminish efficiency, and that, 
when once produced, it may be expended slowly 
or quickly as required. 

A well known engineer however, on the intro- 
duction of steam traction, wrote deprecating 
"the ridiculous expectations, or rather profes- 
" sions, of the enthusiastic speculator that we 
" should see engines travelling at the rate of 
" twelve to twenty miles an hour. Nothing," 
said he, "could do more harm towards their 
"general adoption and improvement than the 
" promulgation of such nonsense." 

Another writer on the same subject in the 
Quarterly Review, asks "What can be more 
" palpably absurd and ridiculous than the 
" prospect held out of locomotives travelling 
" twice as fast as stage coaches ? " 

On the construction of railroads it was 
predicted, that hundreds of innkeepers, and 
thousands of horses and attendants would have 
nothing to do ; labour for the poor would vanish, 
and poor rates increase. Canals, too, would be 
destroyed, and those who lived by them would 
become beggars, and the 27,000 miles of turnpike 
roads which then existed in Great Britain, 
besides the other cross roads of the country, 
would be deserted and rendered useless. 

b2 
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A keen competition for traffic soon arose 
between the rival road and canal carriers and 
the railroads ; besides which, in 1826 a move- 
ment sprang into existence for the adaptation of 
travelling-steam-engines to the propulsion of 
carriages on common highway roads. 

The larger railways became instantly alive to 
the importance of furnishing themselves with 
the highest type of travelling-engines then 
attainable, and such as would be best adapted 
for their purposes. Early in 1829 the Liverpool 
and Manchester Railway Company offered £500 
for the best locomotive to be produced under 
certain stipulated conditions. This led to a 
public trial at which engines of three distinct 
forms were produced. 

The first was the "Rocket," of Mr. Robert 
Stephenson, jun., of Newcastle, which, drawing 
a load equivalent to three times its weight, 
travelled at the rate of twelve and a-half miles an 
hour, and, with a carriage and passengers, at the 
rate of twenty-four miles an hour ; the cost per 
mile for fuel being about three half pence. 

The second was the " Novelty," of Messrs. 
Braithwaite and Erricson, of London, which, 
drawing a load equivalent to three times its 
weight, travelled at the rate of twenty and three- 



quarters miles an hour, and, with a carriage and 
passengers, at the rate of thirty-two miles, the 
<;ost per mile for fuel being about one half- 
penny. 

The third locomotive was the "Sans Pareil,'* 
of Mr. Hackworth, of Darlington, which, 
drawing a load equivalent to three times its 
own weight, travelled at the rate of twelve and 
a half miles an hour, the cost for fuel per mile 
being about two pence. 

Two other engines were constructed for the 
-competition, but they did not undergo the trial ; 
And the prize was awarded to Mr. Stephenson, 
jun., who produced the "Rocket," which still 
may be seen at the South Kensington Museum. 

Among the earliest advocates in favour of the 
adaptability of travelling-engines, for the propul- 
sion by steam of carriages on public roads, was 
Mr. Golds worthy Guruey, a man in every way 
worthy of greater success than he seems to have 
achieved. 

He constructed an experimental engine, and 
made many successful journeys in every direc- 
tion out of London. Although extremely rude, 
ill-constructed and defective, his carriage suc- 
ceeded in ascending all the hills between London 
And Bath, as well as those in suburban London, 



such as Stamford Hill and notably that of High- 
gate Hill, the grades in which are one foot in 
twelve, and even in places as much as one in 
nine ; none of the mail coach roads in England 
ever having been known to be so steep. 

After several years of indefatigable exertion,, 
during which he had to encounter and refute the 
objections urged against the scheme, Mr. Gurney 
eventually succeeded in having a steam carriage 
established as a public conveyance between 
Gloucester and Cheltenham. During four months^ 
from February to June 1831, it performed the 
journey of nine miles between those places — a 
level road, — ^regularly four times a day. It 
carried 3,000 passengers without a single accident,, 
at a greater speed than that of horsed coaches,, 
and at half their fare. 

The experiment having succeeded so admir- 
ably, trustees of turnpike roads, carriers, coach 
proprietors, drivers, grooms, stablemen, and a 
host of others affected, were immediately up in 
arms. On one occasion the road, being in excel- 
lent order, was found to be covered with heaps 
of loose stones and rubbish, to a depth of eighteen 
inches, the object of course being to cause a 
breakdown of Mr. Gurney's carriage at that spot. 

Mr. Gurney subsequently discovered that an. 



immense number of turnpike bills had hastily 
passed both Houses of Parliament, imposing on 
carriages worked by machinery prohibitory tolls. 
In some cases the tolls amounted to 40s. at every 
gate, in others to 48s., and in some 68s. ; and one 
of the bills so passed, applied to the road between 
Cheltenham and Gloucester. 

A Parliamentary Committee of the House of 
Commons was then appointed to enquire into 
the whole subject of the practicability of utiliz- 
ing steam as a propellant on public roads, and to 
report thereon. This Committee had the matter 
under serious consideration for three months, 
«nd their report, dated 12 Oct., 1831, stated that 
they had ascertained that a determination existed 
to obstruct, as much as possible, the progress of 
an invention, which they declared to be one of 
the most important improvements in internal 
communication, which had ever been introduced. 
The conclusion of their report is in the following 
words, as to the truth of which the Committee 
stated they had received ample proof : — 

" 1. That carriages can be propelled by steam 
" on common roads at an average rate of ten 
« miles per hour. 

" 2. That at this rate they have conveyed up- 
^* wards of 14 passengers. 
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" 3. That their weight, including engine, fnel^ 
** water and attendant, may be under three tons. 

" 4. That they can ascend and descend hills of 
" considerable inclination with facility and 
" safety. 

" 5. That they are perfectly safe forpassengers^ 

" 6. That they are not, (or need not be) if 
" properly constructed, nuisances to the public. 

" 7. That they will become a speedier mode 
" of conveyance than carriages drawn by horses, 
« and 

" 8. That as they admit of greater breadth of 
*' tire than other carriages, and, as the roads are 
" not acted on so injuriously as by the feet of 
« horses in common draught, such carriages will 
" cause less wear of roads than coaches drawn by 
" horses." 

No one in the present day can peruse these 
clear and practical details of the exhaustive 
labours of the commission, undertaken seventy 
years ago, without feelings of regret that the 
trade prejudice and bitter opposition of the 
limited classes, who were then presumably liable 
to become injuriously affected, should have suc- 
ceeded in strangling, at its birth, so important an 
introduction as that of the travelling-engine for 
road traction. If that industry had been en- 
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•conraged at the time, as it deeerved to have been^ 
many millions would have been added to our 
national wealth, during this long period, by 
means of the economies it would have effected, 
in the time of business men, and cost of goods 
haulage, in addition to the profit which would 
have arisen, from the manufacture of motor 
vehicles ; besides which, innumerable domestic 
<;omfort8 and other advantages, virould have been 
placed within reach of the man of business, and 
those engaged in the pursuit of pleasure. These 
facts are amply verified in the experience of all 
who are now eagerly witnessing the more rapid, 
safe, economical and delightful means of road 
transit, effected by the numerous elegant and use- 
ful electro-motor vehicles, which traverse our 
roads, in endless variety, and are gaining in 
popularity, with every passing day. 

About the same year 1831 the Great Northern 
€ompany were seeking parliamentary powers 
for construction of their railroad from London 
to York, with a Capital of £4,000,000, the 
•estimated cost of the railroad being £3,437,000. 
Powers were also asked to construct a line, 
from London to Birmingham, 112 miles in 
length, the estimated cost of which was 
£2,205,352. 
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During some previous years several important 
railroads had been worked by steam, with 
travelling-engines. The first completed was the 
Stockton and Darlington railroad, which was 
about 25 miles in length, and was opened for 
traffic in the autumn of 1825. It was a single 
railroad, having sidings, placed at intervals of a 
quarter of a mile, to allow of carriages passing 
each other. The Liverpool and Manchester, 32 
miles long, was commenced in June 1826, and 
opened for traffic on 15th September 1830, when 
six hundred passengers were carried, in 28 
carriages, drawn by eight engines. 

The Great Western and various other lines^ 
including one between Birmingham and Liver- 
pool, were also in course of construction, their 
<50St averaging from £35,000 to £55,000 per mile, 
being considerably in excess of the estimates. 

There were in 1833 two lines projected from 
London to Brighton, one through St. Leonards 
Forest, designed by Mr. Vignolds, a Civil 
Engineer, and the other by Messrs. Rennie, Civil 
Engineers, passing through Reigate and Horley. 

A third line, from London to Brighton and 
Portsmouth, was also projected at the same time, 
by Mr. N. W. Cundy, a Civil Engineer. His 
estimate of this work was only about £1,500,000, 
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and a book written by him at the close of ISSS, 
contains the following passages : — 

** I have long since been of opinion that steam 
*• engines will shortly be superseded by another 
^* class of engines, which will perform all that 
*' steam engines have hitherto done, without 
•** the danger of fire, or bursting of boilers, and at 
*^ one quarter of the expense. 

" The public may expect to see locomotive 
*^ engines travelling on railroads with a train of 
**' carriages, at the speed of from twenty to thirty 
" miles an hour, without the aid of steam or any 
^* apparent cause." 

From the evidence submitted to the Parlia- 
mentary Committee on the London and Birming- 
ham Railway Bill, it was proved that in 1829 
journeys of business men, from Birmingham to 
the metropolis and return, occupied three days 
and nights. One man, Mr. R. Attenborough, in 
travelling from Braybrook, a distance of 80 miles, 
and returning, was occupied for a similar time, 
and reached his home at four in the morning^ 
the fare each way being 32s. inside the coach 
and 21s. outside, with the usual tips on the road, 
cost of sustenance, and other incidental expenses. 

Another witness — Mr. E. T. Moore — had a 
parcel of goods detained in transit from Birming- 
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ham to London, from 24tli December 1829 to the 
20th February following, at a personal loss of 
£1,200. 

A passenger travelling from London to Edin- 
burgh, in 1830, paid for his passage £10 for an 
outside place on the Mail-coach, or £14 inside, 
and the journey then occupied 40 hours, which 
was considered a great improvement on former 
years, when it could be undertaken only once in a 
fortnight, and extended over 13 days, requiring 
the employment of 80 horses for the trip. 

About the year 1840, and for some year& 
afterwards, a railway 3rd Class journey from 
London to Liverpool, extended over two days, 
and the 2nd Class passenger on such a journey,, 
had to spend the whole night in Birmingham, 
i.e., from three o'clock in the afternoon until six 
next morning, or pay 1st Class fare for completing 
the journey. 

Before proceeding to the more serious con- 
sideration of our subject, it would not be amiss 
to describe, in a few words, the popular feelings 
of travellers about the same date on their 
partial rescue from the delays and discomforts 
of mail-coach travelling, and their transfer inta 
the hands of railroad carriers, who provided only 
covered and glazed carriages for first class 
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travellers, seconds which were roofed, but had 
ventilated floors, and unglazed window-openings, 
and thirds which had bottom ventilation too, 
and were roofless, unglazed, and even without 
seats, the sides being only 3 feet high, so that 
passengers frequently fell on to the rails. 

An intelligent writer of 1839, probably travel- 
ling in a covered and glazed compartment, thus 
describes his emotional feelings: — "A pleasur- 
" able wonder takes possession of the mind, as 
" we glide along at a speed equal to the gallop 
** of a race horse. It may be supposed that so 
" great a speed would almost deprive the 
" traveller of breath, and that he could not 
" fail to be unpleasantly conscious of the velocity 
" with which he cuts through the air. The 
** reverse is, however, the case ; the motion is 
" uniform, and so entirely free from the shaking 
*' occasioned by the inequality or friction of 
" common roads, that the passenger can scarcely 
^* credit he is really passing over the ground 
" at such a rapid pace ; and it is only when 
" meeting another train that he is fully aware 
" of the velocity of his career. The novelty of 
" the scene is delightful ; now, where the natural 
" surface of the ground is highest, we travel 
** embosomed in deep recesses ; and then, where 
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" the ordinary course of the road would lead 
" through a valley, we ride above the tops of 
*' the trees, and look down upon the surrounding 
^* country. The reflecting traveller probably falls 
" into a pleasing vision, arising out of the 
** triumph of human art. He sees the period fast 
" approaching, when the remotest part of his 
** own country shall be brought into easy and 
" rapid communication ; and he looks beyond 
^* this probable event of a few years, to the 
*^ more distant day, when other nations shall 
*' emulate these gigantic works of peace." 

An American expressed his views in those 
days in the following words, which are eminently 
characteristic of the up-to-date Yank of to-day : — 

"I like railroads — anyone can hate railroads, 
*' despise railroads and rail at railroads, but I 
** like railroads. I like to arrive at the railway 
" office a quarter of an hour before starting. I 
** like to be shewn into a nice warm room, 
*' where a quarter of an hour passes quicker 
" than five minutes in a dirty coach-office. I 
*' like to have my baggage taken care of, and hate 
" to have it wetted on the top of a coach, or 
" stolen at a coach office. I like to have to do 
** with porters who charge nothing for being 
" civil. I like the ample room of a steam 
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" coach. I like to travel fast. I dread vicious 
" horses ; I feel for distressed ones. I hate going 
" down hill, chain-breaking, coach upsetting and 
" coachman dying." 

Hood, too, had something to say in one of his 
queer stories as to a cockney lady, who, anxious 
to secure her own place in the railway train, 
travels three or four times over the same ground ; 
and one of whose sage precautions is to get 
farthest from the engine, because, as she gravely 
says, " it must bust fust," 

The amusing story of Stephenson the engineer, 
when under examination before a committee of 
the House of •Commons, although narrated on 
many occasions, is still worth repetition. When 
asked, " Suppose, now, one of your engines to be 
** going at the rate of nine or ten miles an 
" hour, and that a cow were to stray upon 
" the line, and get in the way of the engine, 
" would not that be very awkward ? " his quaint 
reply was merely " Yes, yes, very a'k'ard 
" for the coo." 

Between the years 1823 and 1844, forty-seven 
lines of railway had been completed at a cost of 
70 millions, and 118 railroads, which had been 
authorised, were in course of construction, and 
were estimated to cost 67 millions. 
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The Board of Trade reported in 1844 that in 
the previous year 24 millions of persons travelled 
by railways, the average of each journey being 
15 miles. Early in the session of 1844, a Select 
Committee of the House of Commons was 
appointed to report to the House on the whole 
subject of railway legislation. The result was 
that the Cheap Trains Act of 1844 was passed 
providing for the Companies running dne cheap 
train each way daily, at times to be approved by 
the Privy Council for Trade — the speed not to be 
less than 12 miles an hour for the whole distance 
travelled, including stoppages — to take up and 
set down passengers at every station — ^the car- 
riages to be provided with seats, and to be 
protected from the weather — the fare not to 
exceed a penny per mile — passengers to be 
allowed to take 56 lbs. of luggage— children 
under three years of age accompanying pas- 
sengers, to be carried free, and under twelve at 
half fare. 

During the years 1844 and 1845 innumerable 
railways were in contemplation, and rather 
more than 400 Acts had been passed, sanction- 
ing works relating to about 250 lines of 
railway. 

A complete mania, which had previously set 
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in with reference to these affairs, was now at 
feyer point, and an insatiable demand arose for 
engineers, surveyors, draughtsmen, printers and 
^ngrayers, many of whom were imported from 
the Continent. The demand was so enormous, 
that classes were even formed for lectures and 
instruction to persons of inferior capacity, in 
order to their being rapidly converted into 
practical assistants, commanding large salaries ; 
but, although countless amateurs presented them- 
selves, the supply fell far short of the demand 
for surveyors and levellers, who were "worth 
their weight in gold." The excitement was 
intense ; so that the various members composing 
the huge armies who were employed, day and 
night for weeks, in preparing plans for par- 
liamentary deposits, were able to demand from 
5 to 20 guineas a day with expenses. The 
number of projected railways in 1844 amounted 
to 248, and in 1845 there were 815 railways 
brought forward ; indeed, it is alleged, that 
the total number of the lines which were 
made, or authorised to be made, or 
announced to the public, and registered, was 
1,428, with an estimated capital of 701 
millions. 

On the 8th November, 1845, a competent writer 
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stated, " We will answer for it that during the 
" two or three preceding months as much as a 
'* hundred thousand pounds a week were spent 
** in railway advertisements alone," and when 
this statement was made, the advertisements 
still continued. 
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CHAPTER II. 

Beneficial resalts from new land transit. General policy of 
Board of Trade. Statutory obligations of railways as to 
accounts. Board of Trade statistics. Their antiquated 
balance sheets. The Court of Appeal on balance sheet 
essentials. Balance sheets prescribed by Companies and 
Reflation of Railways Acts. Share capital and 
permanent loan accounts. Creation of railway stocks. 
The Trustee Act, 1893. Duplication of share and loan 
capital. Nominal additions. Premiums or accretions to 
funds on new issues. Treatment of figures by Board of 
Trade. Attorney-General v. Midland Railway Company. 
Liabilities under the Stamp Act, 1891. 

The beneficial effects of railroad development in 
the early part of the century, which resulted in 
the greater expansion of commerce, and secured 
for the community innumerable advantages and 
comforts theretofore unknown, furnished suffi- 
cient justification, not only for the intensity of 
«uch excitement as just described, but also for 
the marvellous extension of railroad construction 
immediately following, and which was continued 
for years afterwards, with feverish rapidity. 

Considering, however that, seventy years ago, 
land transit admitted of travellers being carried 
safely at the rate of twenty-five or thirty miles an 
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hour, its subsequent progress has certainly not 
been so satisfactory as might have been expected^ 
It is by no means clear that the improvement in 
steam transit by land, such as it is, has kept pace 
with that by water ; but, we may rely on soon 
witnessing, in England, great changes in the 
former, as the whole railway world is now 
intensely agitated on the subject. 

It is doubtful whether the departmental autho- 
rities of the Board of Trade, in pursuing their 
^^ laissez-faire^'* course of existence, have ever, in 
any special degree, distinguished themselves by 
originating and formulating any important 
scheme of social reform ; but, certainly, as far as 
improvements in railroad or other land transit 
are strictly concerned, they have -fallen out of 
the race altogether, although they have through-^ 
out possessed full control of the helm. 

The general report of the Board, for the year 
1900, as to the share and loan capital of railways 
and passengers and goods traffics, contains volu- 
minous statistics, and interesting information of 
its kind ; a great deal of which, however, is 
not of practical utility or even trustworthy. 

All railway companies are bound, by the 
Railway Companies Regulation Acts, of 1868 and 
1871, to keep and furnish comprehensive 
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acconnts as to their capital receipts and expendi- 
ture ; and, by the 9th section of the latter Act, it 
is directed that every railway company shall pre- 
pare and furnish, a full return of the sums 
received up to the 31st December in every year, 
in respect of their stock and share capital, the 
sums raised by loans and debenture stock, and 
their subscriptions to other undertakings^ 
whether worked by, or independent of the 
company. 

The Board of Trade must therefore, very soon 
after December, 1900, have possessed the fullest 
information as to all the paid up railway share 
capital, and the sums raised by loans and deben* 
tures ; but on the very first page of the general 
report, it is untruly stated that the " paid-up '* 
capital of the ordinary, guaranteed and preferen- 
tial stocks of the railways of the United 
Kingdom amounted to 865*5 millions, and that 
the loan and debenture stocks amounted to 310*5 
millions, the two making up a grand total of 
1,176 millions as having been paid up. It is, 
however, stated that these figures include 
** nominal" additions of 142*6 millions to the 
ordinary, guaranteed, and preference stocks, and 
of 44*2 millions to the loan and debenture stocks, 
making together 186*8 millions of nominal addi- 
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tions, in consequence of certain conBolidations, 
conversions and divisions of stocks having been 
effected under parliamentary sanction. 

Throughout the report the deductions arrived 
at by the Board of Trade authorities are based 
upon the larger figures, and are therefore 
illusory and misleading. The report might just 
as well have stated at the outset, that the really 
paid up capital and loan moneys amounted to 
989'2 millions only, and not 1,176 millions ; and 
their calculations should have been based upon 
the former amount. It might also have been 
stated, that the companies had placed to their 
capital accounts about 100 millions, acquired as 
premiums on the issues of their new stocks, and 
that the original cash receipts of 989*2 millions, 
the subsequent receipts from premiums, with the 
" nominal " additions, calculated at the market 
prices of the stocks ruling at the close of 1900, 
represented altogether a grand total of 1,500 
millions of stocks, in which the public were 
dealing day by day. The report might have 
closed by stating that the antiquated forms of 
balance sheets, with which the vast proprietary 
body of railway stockholders are furnished 
half-yearly, only represent figures amounting in 
all to about sixty millions, whereas the whole 
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details of the capital items, of the market valne 
of 1,500 millions, are excluded altogether from 
these balance sheets in ntter disregard of the 
inyariable practice in this respect, and the 
principles observed by almost every other 
company, or corporate body in the kingdom. 

A balance sheet of a public or private company, 
always shows on the one side, the share capital 
of the concern in detail, and its loan indebtedness, 
also the amount due to its other creditors, 
together with all the other liabilities of the 
company, the whole being grouped and arranged 
under proper headings, and closing with such 
amount as may stand to the credit of its profit mmI 
and loss account. On the other side is set out 
minutely, the fixed and movable property and 
assets of the company, at their current values, and 
all the debit balances of the ledger and cash book. 

Shareholders are entitled to, and are usually 
supplied with, details as to the company's receipts 
and expenditure, a profit and loss account, and a 
full and clearly expressed balance sheet. These 
details and accounts furnish them with complete 
information as to the state of their affairs ; the bal- 
ance sheet, if sufficiently explicit and trustworthy, 
being the most important of all the series. As the 
details on the credit side of the balance sheet 
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represent the company's property and assets, they 
are clearly stated in full, and it is the duty of 
the auditors to enquire into, and satisfy them- 
selves, as to their actual values, at the date of the 
balance sheet. 

The Court of Appeal defines a balance sheet to 
be " such a document as will convey a truthful 
*^ statement as to the company's position. It 
** must not conceal any known cause of weakness 
" in the financial position, or suggest anything 
" which cannot be supported as fairly correct, 
** in a business point of view." 

The Board of Trade however, is, either at 
disagreement with public opinion, and the legal 
authorities, on these points, or, it has never yet 
realised any adequate notion as to what a railway 
balance sheet should communicate to, or conceal 
from, the stockholders, with regard to their own 
position, or that of their company. 

The Companies Act 1862 prescribes, with 
minuteness and precision, the form of balance 
sheet to be used by public companies. 

The directors are therein required to set forth 
the number of shares, with amount paid and 
calls in arrear, amount of loans on mortgage and 
debenture, all the debts owing by, and acceptances 
given by the Company, the current interest on 
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debentures or loans, unclaimed dividends, reserve 
fund set aside for contingencies, and the dis- 
posable balance on profit and loss account. On 
the credit side must be shown the details of 
immovable and movable property, distinguishing" 
the cost of stock in trade and plant, with deduc- 
tions for deterioration in value, as charged to 
profit and loss, the good, doubtful and bad debts 
owing to the company at their current estimated 
value, the nature of investments and the amount 
of cash in the hands of the company. 

By the 3rd Section of the Regulation of Rail- 
ways Act, 1868, the form of balance sheet to be 
used by railway companies, being No. 13, omits 
all reference whatever to the company's capital^ 
and is merely confined to the small 3r book 
balances of its current liabilities and credits, its 
temporary petty investments, and the net amount 
available for distribution among the share- 
holders. No reason whatever can exist why this 
form of account should not now be amplified, by 
introducing concisely, all the items of capital 
receipts and expenditure, as shown by the 
account No. 4. The proprietary would thus 
possess balance sheets, which ordinary readers 
could understand at a glance. There would be no 
necessity for making the slightest change in 
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either of the twelve preceding accounts and 
returns, as they exist at present. The astonishing 
fact that business men should have tolerated the 
antiquated Board of Trade railway balance 
fiiheets, which have been submitted to them for 
upwards of sixty years, is altogether beyond 
comprehension. 

In considering the figures which are necessarily 
introduced into a treatise of this kind, it must be 
borne in mind that railway share capital is 
strictly composed of three fourths of the total 
money raised by the company, the permanent 
loan indebtedness authorised by law, being re- 
presented by the remaining one fourth part of all 
the money so raised. 

Railway share capital, as usually understood, 
consists of the cash proceeds of the ordinary, 
preference * and guaranteed stocks, the first of 
which to be raised is the ordinary stock. 
Should the ordinary stock fall to a discount, the 
company would of course be unable to issue more 
of that particular stock at par, and recourse is 
then had to the only expedient available, viz., 
that of inviting subscriptions to preference and 
guaranteed stocks. Holders of these latter stocks 
may therefore literally be regarded, not only as 
fihareholders, but as semi-creditors of the 
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company, that is, to the extent to which the 
first net income, earned by the company, is 
secured to them in priority over the ordinary 
stockholders. 

When, and as, the ordinary, preference and 
guaranteed stocks are taken up, and paid for in 
cash, the company has authority to borrow 
money on debenture, mortgage or otherwise, to 
the extent of one-third of the amount so paid up 
on the share capital. The proportion so borrowed 
is regarded as permanent loan indebtedness, and 
is usually issued in the form of debenture 
stock. 

Subsequently, on a railway becoming in the 
course of years, a commercial success, the 
Trustee Act of 1893 comes into operation, as it 
directs that all their stocks, the ordinary 
excepted, should rank as investment stocks, in 
which trustees may place their trust funds, 
provided the railway company had during each 
of the ten years immediately preceding invest- 
ment, paid annual dividends of not less than 
three per cent, on their ordinary stock, but 
without any obligation on the part of the 
trustees, to enquire whether such dividends had 
been properly earned or not. The fallacy therefore 
of representing that the holders of guaranteed 
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and preference stocks, are shareholders pnre and 
simple, becomes apparent. 

On an issue of any of their stocks, a railway 
company is bound, unless it should otherwise 
determine, to offer such amount as they may 
require to issue, to their ordinary stock holders 
in proportion to their holdings at par ; the stock 
however being paid up in cash, and properly 
verified, in the manner prescribed by the 
Companies Clauses Act of 1845. 

There is no express provision by statute for 
issuing stock, either representing share or 
so-called loan capital, at a premium ; nor is 
there any process known to the law, commerce, 
or logic, by which twenty shillings paid up as 
share capital or borrowed money, can be con- 
verted into thirty shillings so paid up either 
" nominally " or otherwise. 

Every twenty shillings so paid up, constitutes 
twenty shillings worth of capital or loan money, 
and no more ; and it is dif&cult, at first sight, to 
see how any railway company, by simply repre- 
senting their twenty shillings to be thirty or 
forty, can secure any advantage to its members or 
others ; but, several of the companies have for 
many years, adopted this strange artifice, in their 
methods of conducting business. 
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If forty shillings worth of capital or loan 
«tock is issued for every twenty shillings paid up 
in cash, the additional twenty shillings so 
credited improperly, is designated in the one 
case " nominal " paid up capital, whatever that 
may mean ; and probably becomes, in the other 
case, an additional indebtedness. In either event 
the addition is a fictitious entity, and should be 
described as such, in the company's balance 
sheets, if introduced at all. 

The "nominal addition" so made, being 
merely an ideal or ethereal element, should 
nevertheless, if existent as an asset or liability, 
appear in the balance sheet, with an item of 
equivalent amount, on the other side of the 
balance sheet, explanatory of its essence and in- 
troduction. Such nominal capital or stock 
addition cannot, in any sense, be said to be 
capital pure and simple, an essential element of 
capital being, that its sole constituent must be 
actual cash, or money's worth, brought into a 
concern, at twenty shillings in the pound, and 
continuing there in some form or forms as 
immovable, tangible, available, or convertible 
assets, of that real value. The railway expres- 
sion "nominal capital" is anomalous, and in fact 
absurd, notwithstanding its common acceptance » 
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and use in legislative enactments, and the 
additional fact, that many leading railways adopt 
the expression, in their statements of capital ; 
but the phrase in trath is still altogether 
indefinable, as made nse of in railway accounts. 

Railway companies by taking advantage of the 
cheapness of money, when it favoured their 
operations, acquired many million pounds 
sterling, as premiums or accretions to their 
funds, on new issues or conversions of their 
stocks, as previously mentioned, and these 
increments have been invariably treated in all 
their accounts, as additional capital moneys ; but 
the Board of Trade in their report ignore them 
altogether. The inconsistency on the part of the 
Board of Trade authorities, lies in the fact, that^ 
whil« the hundi*ed millions, actually received 
as premiums, are treated by the companies as 
capital moneys, and have a real existence, they 
are unmentioned in the Board of Trade reports, 
and excluded from their calculations ; whereas 
the " nominal " additions of 186*8 millions 
which are fictitious and unsubstantial, are 
blended with real capital amounts, and with them 
form the basis on which the Board of Trade 
calculations have been made. 

The meaning of the adjectivp "nominal" 
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when applied to capital, recently formed the 
subject of judicial inquiry, in a case argued 
before the Court of Appeal, viz., the Attorney 
General v. The Midland Railway Company. 
That Company's Act of 1897 gave rise to the 
matter in dispute, and the case is reported in the 
Law Reports, Q.B. Division 1900, page 353. 

The Stamp Act of 1891, being 54 and 55 Vict. 
C. 39 Section 113 provides that — 

" 1. Where by virtue of any letters patent 
" granted by Her Majesty or any act, the liability 
" of the holders of shares, in the capital of any 
" corporation or company is limited otherwise 
" than by registration with limited liability 
" under the law in that behalf, a statement pf the 
" amount of nominal share capital of the cor- 
" poration or company shall be delivered by the 
" corporation or company to the commissioners 
" within one month after the date of the letters 
^^ patent or the passing of the Act ; and in case of 
** any increase of the amount of nominal share 
" capital of any corporation or company whether 
** now existing or to be hereafter formed being 
" authorised by any letters patent or Act a state- 
*^ ment of the amount of such increase shall be 
" delivered by the corporation or company to the 
^* Commissioners within the like period. 
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" 2. The statement shall be charged with an 
" ad valorem stamp duty of two shillings for 
" every £100 and any fraction of £100 over any 
" multiple of £100 of the amount of such capital 
" or increase of capital as the case may be and 
" shall be duly stamped accordingly when the 
" same is delivered to the Commissioners. 

" 3. In the case of neglect to deliver such a 
** statement as is hereby required to be delivered 
" the corporation or company shall be liable to 
" pay to Her Majesty a sum equal to £10 per 
" centum upon the amount of duty payable and a 
" like penalty for every month after the first 
" month during which the neglect shall 
" continue." 

Under the special Act of the Midland Railway 
Company, which was passed on the 6th August, 
1897, to enable the company to re-arrange and 
consolidate the several classes and denominations 
of the shares and stocks in the capital of the 
company, and of their loan and debenture 
stocks, the various stocks, shares, loans and 
debentures were increased in their amount by 
£59,230,579. 

This nominal increase rendered the company 
liable to a stamp duty of £59,230, in addition to 
which, the Crown claimed a further 10 per cent* 
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on that amount, and another penalty of 10 per 
cent., for every month after the 6th September^ 
1897, which had elapsed prior to the commence* 
ment of the suit. 

The questions to be determined under a special 
case, which had been agreed by consent, on an 
information by the Attorney-General, for 
enforcement of these penalties against the 
company, were — 

"1. Whether the increase in question ought 
" to be included in a statement of the amount of 
** increase to be delivered under the Stamp Act 
" of 1891 ; and 

" 2. Whether the company were liable to pay 
" the penalties or any of them claimed by the 
" Crown 

" Judgment to be for the Attorney-General if 
" the Court should be of opinion that Her 
" Majesty was entitled to recover any penalty and 
** for the amount of the penalties incurred before 
** the commencement of the suit. 

" Judgment to be for the company if the Court 
** should be of opinion that Her Majesty was not 
" entitled to recover any penalty." 

The contention of the Crown was, that the 
operations eflEected by the Company, constituted 
*^ an increase of the amount of nominal share 
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capital," -within the meaning of the Stamp Act of 
1891. It was submitted as an example, that, to 
convert 35 millions of ordinary stock into 35 
millions of preferred ordinary and 35 millions 
deferred ordinary stock, was to increase the 
amount of nominal share capital by 35 millions ; 
and, the fact that there was no increase, after the 
conversion, in the dividends received by the 
shareholders, did not make any difference. 

Ou the other hand, the argument for the 
Company was to the eflEect, that the increase in- 
tended by the Stamp Act was a real increase, of 
nominal share capital. There had been no real 
increase there, no new creation of share capital. 
There had been nothing more than a re-arrange- 
ment of capital, not a bringing in of additional 
capital. That the word " nominal " in the 113th 
section of the Stamp Act, was an adjective applied 
to "share capital" not to the word "amount." 
The words "any increase of the amount of 
nominal share capital" did not mean "any 
increase of the nominal amount of share capital " 
as they must mean, if the contention of the Crown 
were well founded. 

In giving judgment Lord Justice Ridley said 
that " nominal share capital " means "the capital 

in shares and the figure value attached to it. It 
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" eeems to me that if the company extends the 
^' capital and gives greater nominal value, so that 
" £100 of capital becomes £200, that is an 
" increase in respect of which the Act requires 
^' that a statement should be delivered by the 
" company. I cannot myself see the difference 
" between *the nominal amount of share capital ' 
"and *the amount of nominal share capital/ 
" There is a different collocation of words, but I 
" think the two expressions mean the same thing, 
" the quantity is to be judged by the amount. 
" The company must be prepared to pay the 
" stamp duty which is imposed in respect of the 
" increase of their nominal share capital." 

Lord Justice Darling concurred, adding — " The 
" argument for the railway it seems to me treats 
" the expression ^ nominal share capital ' as 
" though it were a convertible term with 
"'assets.' It is true that the assets of the 
" company have not been increased. The 
" amount which would be divisible among the 
" shareholders, if the concern were wound up, 
" has not been increased, but the nominal 
" amount divisible among them has been 
" increased, and that, I think, is the nominal 
" share capital. It is perfectly well known in 
" these days what the words * nominal share 
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** * capital ' mean. Companies are brought out 
^* day by day with a * nominal share capital ' of 
*' many thousands of pounds when as a matter 
"*' of fact there is no capital at all. I agree that 
** the crown is entitled to our judgment." 

It is obvious, therefore, that neither of these 
judges was capable of pronouncing any authori- 
tative or intelligible opinion, as to what, — when 
applicable to railways — ^is strictly limited by, or 
embodied in, the expression " nominal share 
capital " ; what it really is, or how it may be 
grammatically construed. One of the learned 
authorities furnishes a vague and wide opinion 
to the effect that " nominal share capital " means 
capital in shares, and the figure value attached 
to it ; and that £100 of capital may become 
£200 ; whilst the other gravely states that, in his 
opinion, the nominal amount divisible in the 
event of a winding up, constitutes "nominal 
«hare capital." 

The subject matter was therefore left, and it 
«till remains, in the chaotic state of uncertainty 
in which it previously stood, both as to the sense 
in which the adjective is to be understood, and 
the position which should be assigned to it, as 
governing the word capital or its quantity. 

On an appeal of the Midland Company to the 
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House of Lords, which was heard on the 26th 
February, 1902, the decisions of the inferior 
Court, and of the Court of Appeal, were sustained 
Lords Macnaghten, Brampton, Davey, Lindley, 
Robertson, and Shand, being unanimously of 
opinion, that the conversions and re-arrange- 
ments of stocks of the railway, had clearly in- 
<;reased the company's nominal capital, to the 
extent claimed by the Inland Revenue Commis- 
sioners, and the company were therefore ordered 
to pay the duty, and the several penalties 
<5laimed, which amounted in all to £108,000, 
together with all the costs of the various 
proceedings. 

The effect of this decision of the House of 
Lords is, that all those other companies, who 
have increased the nominal amounts of their 
stocks since 1891, will have to pay the duties * 
and heavy penalties which are imposed by the 
Stamp Act of 1891 ; the rate of stamj) duty, on 
nominal additions to capital, having been in- 
creased by a subsequent enactment, from 2s. to 
5s., on every £100 so nominally added. 

In the case of an ordinary joint stock company, 
it is generally understood, that the amount 
which the company is authorised to raise, in cash 
or money's worth, to the full amount, and without 
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deduction of discount, constitutes its nominal 
capital. But with regard to railways, it will be 
seen in the next chapter that the commodity 
designated as "railway nominal capital," i& 
utterly delusive, and nonsensical, having no 
relation whatever to the actual money raised as 
capital. It really is the outcome of a simple 
manipulation of figures, accommodating itself ta 
an arrangement of dividends, for market pur- 
poses alone, and designed by railway companies, 
for improving the value of their securities, at the 
expense of, and for the purpose of victimizing^ 
the subsequent investor. 

The Midland Company's report to December, 
1900, contains the following clause : — 

" Stock conversion — The Court of Appeal has 
** decided that the company are liable to pay, 
" under the Finance Act, 1891, upon the nominal 
" increase of capital resulting from the stock 
** consolidation authorised by the Midland 
" Railway Act, 1897, a liability which your 
" directors were advised to contest as not within 
" the spirit or intention of the Act." 

It will astonish some readers, to find that, six 
months afterwards, the Midland Company, 
charged as part of their expenditure on the con- 
struction of their lines, a sum of £59,680 3s. 5d.,> 
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" being stamp duty on Stock Conversion Act, 
" 1897, including costs." It will be found as 
part of the six months expenditure to June, 1891, 
of £691,649 lis. 2d. as per statement No. 5. 

A similar figure must appear in the company's 
subsequent accounts, as the approximate amount 
in which about a dozen judges have now, with- 
out a single dissentient, held the company liable. 
It is an actually ascertained loss which, accord- 
ing to all mercantile rule, should be made good 
out of revenue, and it is improper, on the part 
of the company, to represent, that this expendi- 
ture of something like £120,000 is charafeable as 
a capital sum, which had been spent in, the 
^construction of the company's lines and works. 




CHAPTER III. 

Various definitions of " capital " — Mid-Wales Bank v, Cory — 
Question affecting bad debts and profits — Mr. Justice 
Buckley's capital-loss illustration — Treatment of losses — 
Railway revenue items charged to capital — Essential 
principles in balance-sheets ignored by railways- 
Parliamentary and Board of Trade policy of non- 
interference in railway finance — Board of Trade refusal 
to assist in definition of "profit" — Parliamentary 
sanction to issue shares at discount and to divide 
ordinary stock— rThe object of " splitting " stock and its 
results. 

The subject of the duplication of share capital 
not having been satisfactorily cleared up by the 
judicial authorities, there remains the question 
as to the manner in which capital, whether 
existent or not, is to be regarded. A company 's^ 
capital, as before stated, is the actual cash, and 
money's worth, which are brought into the 
undertaking, at 20s. in the £. The total capital 
therefore becomes virtually, as between the^ 
members, a partnership debt ; and, its value in 
assets should always be maintained intact, at its 
original amount; all losses, deficiencies and 
shrinkage being provided for, and made good, 1 

out of profits alone. Regarded in this light, it is^ i 
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perfectly clear, that, when all its indebtedness, 
preferential interests and liabilities are sufficiently 
provided for, the actual value of the assets in 
a going concern, should always exceed the amount 
of the original capital ; otherwise the undertaking 
cannot be in a financially sound condition. 

Capital is described in railway statutes, and 
Board of Trade documents, in various ways ; as 
having been authorised, created, converted, 
recreated, cancelled, extinguished, expanded, 
consolidated, and reorganized, but it is doubtful 
whether any words yet published, in the railway 
world, convey a correct or technical definition, 
as to the precise meaning of the word capital. 

On leaving railways for a time, should we 
saunter into industrial, financial, legal or other 
likely quarters, in search of enlightenment as to 
capital or its natare, we are instantly launched 
into a labyrinth of inextricable entanglement 
and bewilderment. The matter to old-fashioned 
minds, appears so devoid of confusion, so 
inordinately simple, and easy of comprehension, 
as to be altogether beyond the region of doubt, 
and to require no explanation whatever. Who, 
it may be asked, can possibly fail to understand 
what is meant when a man is represented as 
being possessed of ** capital," and surely that 
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which may be understood with regard to one 
individual, applies equally to a body consisting 
of many. It is however precisely at this point 
that difficulties arise. 

Capital is plainly defined by lexicographers a» 
surplus pecuniary means; and capital stock is 
described as the principal or stock of a bank, a 
trader, or a company. Lord Lindley, when at 
the bar, was regarded as perhaps the highest 
authority on partnership law, and he then 
defined the capital of a company as being the 
aggregate of the sums contributed by ita 
members for the purpose of commencing or 
carrying on business, and intended to be risked 
by them in the business. After interminable 
litigation extending over fifty years, during 
which many thousand pounds were spent in the 
high courts of law, the appellant courts, and the 
House of Lords, the obscurity as to what capital 
really is, in its essence and nature, is still at this 
moment as dense as ever. It is now subdivided,, 
according to the highest legal authorities, inta 
fixed capital, circulating or floating capital, and 
nominal capital. Lord Lindley's views having 
undergone expansion, by now asserting that a 
company's capital means the money subscribed 
by the members or what is represented by it. 
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Mr. Justice Buckley, another leading authority, 
«ayB the word capital may have any one of at 
least three meanings, viz. : — 

(1) Nominal capital, the amount mentioned 
in the partnership instrument, say 
£100,000 in 10,000 shares of £10 each. 

(2) Issued capital or trading capital, say 
5,000 shares of £10 each, part of the 
above nominal capital. 

(3) Paid-up capital, say £25,000, being £5 
per share on each of the above 5,000 
s}iares. 

Fixed capital, if applied or spent in the pur- 
<;hase of property as a permanent investment, 
with no intention to sell it again, is regarded by 
fiome persons, as not liable to deterioration, 
waste, or diminution in value ; and no provision 
therefore, it is said by them, is necessary to guard 
against these contingencies, although it is 
manifest that by effluxion of time, waste, or other 
incidents, an entire loss of capital may arise ; 
whilst there are others who assert, with a greater 
amount of reason and consistency, that active 
and passive capital alike at original values, must 
invariably be preserved intact in assets, before a 
division of any kind is made amongst the share- 
holders. 
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It is thus by logical inference declared, by 
some judges, that no periodical valuation of 
assets is necessary ; and no reserve, sinking or 
other fund, need be set aside out of profits, ta 
make good any waste or diminution in the value 
of the assets in which the capital has been 
invested. Such precautions as were in former 
ages considered judicious and essential in these 
respects, are not obligatory and may now be 
dispensed with, and so-called profits may be 
divided without regard to losses, until a total 
exhaustion of capital and assets is effected, the 
shareholders ruined, and the company's creditors 
placed entirely in the cold. It is a mere matter 
of internal arrangement, say they, which tha 
shareholders can adjust among themselves,- 
regardless of the rights and interests of the outer 
world. 

The Lord Chancellor in the most recent case 
decided in the House of Lords. — The Mid-Wales- 
Bank V. Cory — ^was cautious enough to give no 
expression of opinion as to what were profits and 
what was capital ; problems which at times he 
regarded as very . difficult and impossible of 
solution. The practical effect of this decision, 
was the promtdgation of a very startling and 
dangerous doctrine; viz.: — that a loss through. 
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bad debts was a loss of capital only, and not such 
a loss as need be charged in account against 
profits, prior to a distribution of dividends among 
the members ; that directors were not guilty of 
any irregularity in paying dividends, without 
sufficiently taking into account the bad debt* 
which had been so contracted ; and that the 
dividends in question could not have been paid 
•*out of" capital, inasmuch as a loss of capital 
which had already been sustained, rendered any 
subsequent application or disposition of a com- 
modity, which had been so lost, an impossibility. 
The dividends, therefore, according to their 
judicial reasoning, had only been paid " notwith- 
standing the loss of capital " and not " out of '* 
the capital of the bank. 

The capital of a bank would in the nature of 
things, be the last possible loss which could be 
sustained. The whole capital as originally 
subscribed in cash, would necessarily from the 
outset, be actively employed in its business, until 
the last hour of its existence. The only logical 
inference is that. the House of Lords assumed that 
the whole bank capital, through reckless specu- 
lation or giving indiscriminate credit, must have 
been lost, to the knowledge of the directors, and 
that the dividends in question had been paid by 
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them out of their customere deposits, which in 
their Lordships opinion was a more commendable 
proceeding on the part of the directors, than 
applying any available surplus assets of their 
own to that special purpose. At any rate the 
Lords fully approved, and justified the conduct 
of the directors in question, and gave judgment 
in their favour. 

In all other enterprises, whether manufacturing, 
industrial, or trading, the moneys originally paid 
up as capital are immediately applied and con- 
verted into assets,' sometimes retaining a small 
working reserve in cash. The exhaustion and 
conversion of capital, as such, is therefore 
immediate and complete, and in the language of 
the judges, there can be no further application of 
capital which had been appropriated, seeing that, 
as capital, it ceases to exist or loses its identity on 
entering upon a new stage. What meaning there- 
fore, can be attached to the numerous terms 
which are constantly applied in the courts to 
expenditure and loss, as being payments out of 
capital, loss upon capital, charging to capital, and 
loss of capital ? 

Nothing can be paid out of capital, which has 
been already appropriated or exhausted, and, it is 
equally clear, that nothing can either be lost, out 
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of that which is non-existent, or charged against 
it ; and the two factors of capital and loss are 
therefore in no way correlative. Capital, as 
already stated, must always stand to a credit 
acconnt, in a well conducted concern, as a per- 
manent partnership liability, and it must also 
remain intact, all losses being charged direct to 
the profit and loss account. 

Any loss, once made, contines to be loss until 
made good out of profits or replaced by the mem- 
bers in money. The absurdity of the technical 
distinction between a genuine loss and a loss of 
capital is obvious enough from Mr. Justice 
Buckley's familiar shipping illustration, when 
stated in a simpler form, so as to be the more 
easily understood. 

A company having a capital of £100,000 in 
£100 shares fully paid up, spends the whole in 
building four ships of £25,000 each. They 
require no working capital, the freight advances 
being sufficient to provide for their disbursements, 
and the company take their own marine risks. 
In the first year one of the ships becomes a total 
wreck, being uninsured, and the £100 share was 
thereby instantly reduced in value to £75. The 
loss was clearly that of an asset, but what 
ground exists for the legal contention that it was 
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a loss of capital ? It was purely a loss which 
could only be dealt with, by a replacement in 
money of the £25,000, wherewith to build another 
ship, or by a retention of profits until the £25,030 
lost had been made up. On the other hand the 
shares of £100 each could be reduced at once to 
shares of the value of £75 each. 

The members might however be advised, in 
such a case, to carry the loss direct to profit and 
loss account, and sanction the payment of 
dividends, although there was a balance to the 
debit of the profit and loss account, that being a 
common course of proceeding, and one which is 
at present authorised by law. This method is 
unsatisfactory, as it fails to exhibit to the 
members a true and correct view of a company's 
affairs, whilst there is a perfect remedy at hand, 
which would not only enlighten the members 
and outsiders, but relieve an auditor of all 
responsibility. 

The company's capital of £100,000 having been 
placed on the debit side of the balance sheet, 
there should appear on the credit side thereof as 
property, the real value of the three vessels at 
cost, say £75,000 less their depreciation ; together 
with another item, designated as loss and depre- 
ciation, or other suitable definition representing 
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ihe £25,000 lost, plus the deterioration of the 
three vessels. The profit and loss balance, being 
limited to the working of the three other vessels, 
would thus form an entirely distinct item in the 
balance sheet, and it could be dealt with as the 
members might arrange among themselves. The 
actual loss by depreciation or extinction of assets 
would thus be clearly expressed on the face of 
the balance sheet, without any concealment, 
thereby complying with the requirements pre- 
scribed by the Court of Appeal in that respect, 
arud the practice of charging loss to capital 
account, would also be exposed, so as to lead to 
its discontinuance. 

The charging of revenue items to capital 
account is a bad and common practice, not suffi- 
<}iently understood. It is in many instances only 
a representation as to the company's assets being 
of greater value than they really are, to the 
extent of the amount so improperly charged, and 
it is also a concealment of actual losses which 
have been sustained. This applies in a very 
marked degree to railway accounts as already 
shown in the Midland case, there being no 
<}ontrol over these companies on their charging 
losses incurred by unprofitable speculations, or 
through bad debts, as if they formed por- 
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tions of the actual cost of construction, and had 
a substantial existence as assets. 

From a balance sheet in the form above sug- 
gested, the members could clearly see their 
position, so as to determine whether the measure 
of their insolvency, being the extent of the loss 
shown, should be allowed to stand permanently 
on their books as an indisputable loss, or 
whether it should be reduced by a gradual 
relinquishment of dividends until it disappeared 
from the accounts. 

In short, whenever the assets of a company,, 
at their real value, do not equal the amount of its 
paid up capital and liabilities, there must have 
been a loss incurred, to the extent of the differ- 
ence between the two amounts, and, on the 
other hand, if the assets, at their real value,, 
exceed the paid up capital and the company's 
liabilities, the surplus is the amount which is 
properly assignable to the payment of dividend^ 
and reserve investment against future loss, 
deterioration or other contingeijcy. 

These principles however are never observed 
by railway companies in the management of 
their affairs, although the importance of pre- 
senting their accounts in as clear and intelligent 
a form as possible is universally recognised. 
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Railways are, to a great extent, national institn- 
tions, founded under parliamentary sanction, 
with obligations and guarantees to the public, 
which are imposed upon them, although not 
strictly enforced, by the Board of Trade, the 
public nevertheless considering they are safe- 
guarded by the supertision of the Board. 

The Board exercises a certain degree of con- 
trol over railways, but it has erred in allowing 
too much freedom with regard to the appli- 
<5ation of the capital sums raised, and moneys 
borrowed, under parliamentary authority. The 
investing public have consequently been lulled 
into erroneous ideas, not oniy as to the real 
worth of this official control, but as to the true 
values of railway share capital and debenture 
securities ; being wholly unaware that the Board 
of Trade have throughout exercised no super- 
vision whatever over the disposition of the 
principal moneys so raised. The Board merely 
adopted, very early in the career of railway 
adventure, a policy of non-interference in their 
financial concerns. This no doubt was resolved 
upon with the approval of Parliament, under a 
belief that while the public are naturally con- 
xjerned in the solidity and stability of railway 
companies, to which Parliament had given large 
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exclusive powers, these objects are in most casea 
best secured by leaving their entire control in- 
the hands of the shareholders themselves. 

The Board of Trade were not justified in 
adopting this " laissez-faire " policy, but they 
certainly have throughout been , consistent, in 
their adherence to it, in many other respects^ 
When asked on one occasion, by a body of 
commercial men, to take steps for the purpose of 
determining authoritatively, all questions as to 
the nature of the assets which companies might 
properly divide among their members as net 
revenue, a Departmental Committee was 
appointed to consider the subject. It was 
presided over by Lord Davey, — Mr. Justice Chitty 
and Mr. Justice Vaughan Williams, being also 
members of the committee, — ^together with various 
commercial men and chartered accountants. Mr. 
Whinney, F.C.A., sent in a paper asking them,, 
in effect, to define what were profits. The 
answer of the committee in making their report 
is thus set forth : 

"The departmental committee appointed by 
" the Board of Trade were asked to formulate^ 
" under the statutory form, the principles and 
" conditions on which revenue might be divided 
" as profit. The committee thought it was too. 
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** complex and difficult a matter for them to 
** undertake as part of their general enquiry, and 
" they recommend that, if it be thought desirable 
" to formulate the law on this subject, the 
" question be referred to a small body of experts, 
" specially appointed for the purpose." The 
Board of Trade, on being further asked to 
appoint such a committee, declined to do so. 

We are thus left in the same chaotic confusion 
on this question of net revenue, as that which 
exists with regard to the hopelessly involved and 
diversified classes of capital of joint stock 
undertakings. 

In 1867 many of the railway companies were 
in great financial difficulties, and legislation 
became imperative, for extricating them from the 
mess into which they were involved, as to the 
adjustment of their capital accounts, and the 
subsequent management of their affairs. In 
reporting upon the difficulties of arranging the 
capital accounts of the railways, the commissioners 
who were appointed to enquire into and report 
upon the various matters, recommended that 
parliament should relieve itself from all in- 
terference with the financial affairs of railway 
companies, and leave all such matters to be dealt 
with by the companies alone. 
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With regard to other subjects referred to them, 
the commissioners also recommended that parlia- 
ment should limit its own action to regulating 
the construction of the lines, and the relations 
between the public and the companies so 
incorporated, requiring such guarantee as might 
be necessary, for the purpose of securing the due 
performance of the conditions upon the faith 
of which the parliamentary powers of the 
companies had been granted. 

The Brighton Company in 1867 applied for 
permission to issue shares at a discount, and as 
the Great Eastern, the Chatham and other 
companies were in similar straits, permission 
was granted for such issues at a discount, as 
being the only apparent means of relief then 
available. 

The Chatham and Dover paid or allowed 
discounts on their issues amounting to £1,112,000, 
the Great Eastern £1,147,000, the Sheffield 
£649,000, the Metropolitan District £549,000 and 
the Brighton Railway £586,0QP, but all these 
items were charged to the capital accounts of the 
various companies, and this method of finance 
only added to their difficulties, instead of afford- 
ing the anticipated relief. 

The South Coast companies applied in 1868 for 
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powers to divide their ordinary stocks into two 
classes of preferred and deferred ordinary, at the 
option of the stockholders, these companies thus 
becoming the notorious pioneers of the process 
known afterwards as "splitting stocks." The 
clause authorising this division in the Regulation 
of Railways Act 1868, was actually copied from 
the South Coast Companies' Bill of the same 
session, and it was only sanctioned by Parlia- 
ment after encountering the most strenuous 
opposition in the Lords, on the ground that the 
proposal was solely introduced in the interests of 
stock-jobbing, and that it could result only in 
unwholesome gambling and over-speculation. 

The clause as introduced (Section 13) permitted 
the division of ordinary stocks into six per cent, 
preferred and deferred stock in equal portions 
and it laid down, with great elaboration, the 
precise conditions which should govern that 
operation. The result however was, that, except 
in a few cases which occurred shortly after the 
passing of that Act, no advantage was taken of 
the section referred to. 

The Brighton, the South Eastern and the Great 
Northern Railways were among the few 
companies who divided their ordinary stocks 
in the manner so authorised, and the misgivings 
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of the Lords as to the effect of these divisions on 
the Stock Exchange markets, were amply verified 
in the subsequent history of these companies. 
The object of "splitting" the stocks of these 
companies was intentionally designed, and 
clearly undertaken, for the express purpose of 
giving a speculative element to the " A " stocks, 
and it thoroughly succeeded in effecting this 
undesirable end. It divided the ordinary into 
three classes of stocks viz. : — ^the undivided held 
by those who made no change, and the preferred 
and deferred stocks. The deferred " A " stock, 
which constituted an exceedingly small pro- 
portion of the whole capital, became the great 
centre of the wholesale and pernicious gambling 
and over-speculation which arose out of the 
change, and this has existed more or less from 
the year 1868 to the present time. 

The holder of undivided ordinary stock has 
throughout received precisely the same income 
as he would have secured by conversion into 
preferred and deferred stocks of equal amount ; 
and, as he probably purchased his stock for 
investment only, no change was necessary or 
desirable so far as he is concerned. 

The main object in " splitting " the ordinary 
stock was no doubt to render it more marketable. 
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as two additional classes of buyers would be 
created by this process, and the market values of 
the split stocks thus improved, would somewhat 
exceed the market value of their equivalent in 
undivided ordinary stock. 

Having regard to the price of money in 1868^ 
a six per cent dividend was fixed upon as a 
desirable rate for preferred stock, on an equal 
amount of deferred stock being issued with it. 
The great importance however of maintaining for 
the deferred shareholders a suMciently substantial 
interest in the undertaking for all time, so as to 
guard against injury to the shareholders by over 
speculation in the deferred stock, did not receive 
sufficient attention at the time of the passing of 
the Act. The danger might have been averted 
subsequently, on other companies obtaining 
splitting powers, by reducing the rate of dividend 
on the preferred stock below six per cent, or 
changing the proportions in splitting, by allocating^ 
one third only of the stock to the preferred 
stockholders, and retaining the remaining twa 
thirds under the control of the deferred share- 
holders. 



CHAPTER IV. 

Duplication of stocks and "nominal additions" to capital 
and loan accounts. Parliamentary inquiry into duplica- 
tions and conversions of stocks. Provisions of Trustee 
Act, 189S. Midland Company's Act, of 1897« Market 
share lists. Extinction of trustee stocks. South Eastern 
trustee stocks. Position of debenture holders generally. 
Bailway capital as raised and spent. Earning power, 
working expenditure and net earnings of railways. 
Dividends paid on ordinary stocks ic 1900. Statistics of 
third class passenger traffic. Board of Trade and capital 
expenditure. Nationalization or state ownership of 
railways. 

Instead of resorting to one of the simple ex- 
pedients defined in the previous chapter, either 
of which would have proved efiEective for the 
protection of the shareholders, many railways 
obtained power to duplicate or water their 
stocks by making '* nominal additions " to them, 
thus crediting every holder of ordinary stock 
upon which a hundred pounds had been paid, 
with an additional amount of ^^ nominal ^' 
stock. 

The adoption of this system of finance com- 
menced in 1876, and it was continued systematic 
<3ally under the approval of the Board of Trade 
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until the year 1890, when the Board found it 
altogether difficult to resist the numerous pro- 
posals then in contemplation for duplication, as 
being strictly within the principle of the general 
policy of freedom in such matters, which the 
Board had always observed. The Board however 
considered that, if this freedom were to be at all 
generally conceded, it was most important that 
they should retain a record for public purposes, of 
the actually paid up as distinguished from nominal 
capital. The Board therefore insisted upon the 
actual paid-up capital being always recorded in 
all railway accounts and directed returns to be 
laid before Parliament, leaving the railway 
shareholders to add such units to their capital, 
for the purpose of buying and selling, as 
suited them best. At the same time the 
Board were in grave doubt and mystification 
as to whether the duplicators had established 
their case, and they wished to see the matter 
properly debated and the whole thing thrashed 
out. 

The Caledonian, Great Northern, South 
Western and Isle of Wight Railways were in 
1890 desirous of obtaining powers for duplication 
of their stocks, on the ground that on conversion, 
the stocks in their new form, would be more 
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convenient and attractive to investors, and 
therefore advantageous to the proprietors. 
The four measures were referred for con- 
sideration to a select committee of five 
members appointed by the House, and four 
members chosen by the committee of selec- 
tion, and on the 13th June 1890 the select 
committee made their special report to the 
House of Commons upon the matters referred 
to them. 

Evidence was taken of officials of the four 
companies in support of the Bills, and certain 
representatives of the Board of Trade, the Stock 
Exchange and various joint stock banks; that 
of the railway officials naturally being, with 
slight exceptions, in favour of the duplication 
of stocks. One of the railway officials however 
stated there was no reason for his preferring 
duplication to splitting, beyond the fact that 
there would be less tendency to speculation 
under the duplication method. Another stated 
that he knew there was a strong feeling on the 
board of the London and North Western, and, as 
he believed, on the part of the Great Western 
also, against making any change whatever. A 
third witness of the railway companies was 
strongly opposed to duplication altogether, on the 
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ground that if the proportion of the deferred 
Btock could be increased, it was a far better 
method than watering or duplicating the 
stocks. 

The Board of Trade representatives, in accord- 
ance with their usual policy of non-interference, 
stated as to the question of the alleged danger of' 
fitock jobbing and other possible mischiefs to 
investors generally, or to shareholders in 
particular, that those matters were if possible best 
left to the shareholders themselves. As far as 
the public interest is concerned, the Board 
expressed no opinion, otherwise than by stating 
that, if there is no insuperable objection, the 
matters in question ought to be left to the 
shareholders. The Board considered that the 
important point with reference to fluctuation 
is the proportion of the total income 
which is given to the deferred shareholder, 
and if that proportion is small, the fluctua- 
tion in the deferred stock will always be 
very great. 

The broker confirmed the latter statement of 
the Board of Trade by saying that the Brighton, 
Dover and the Sheffield " A " stocks, being small 
in quantity, were easily manipulated on the Stock 
Exchange. He thought the duplication of stock 
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was merely a matter of self-defence, and he 
wonld rather not have stock duplicated at alL 
On principle he did not like it, because it is a 
misrepresentation of capital. It does not repre- 
sent the actual fact. There is not, as he stated,^ 
one nail, there is not one sleeper put fresh down 
on to the railway for this duplication. He con- 
sidered it very necessary that the Board of Trade 
should insist on the original capital being always 
placed on the face of the account, so that there 
should be no doubt as to what the real paid up 
capital was. On the Stock Exchange of&cial list^ 
if there is a capital of ten millions, and it is 
duplicated, that would appear in the list as 
twenty millionB. 

The banker's views were, that if sub-division 
is to take place, the deferred stock ought to be 
maintained as a large and substantial stocky 
possessing a solid value, without the risk of its 
ever becoming a mere plaything in the market. 
It should always possess a substantial interest in 
the revenue of the railway company. He thought 
it was the duty of the duplicators to prove their 
case. The thing which is to fluctuate is not the 
nominal amount of the stock ; it is the value of 
the stock on the market ; and he did not think 
that the value of the stock on the market will be 
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materially different, whether, after resolving on 
sub-division, the stock were split or were dupli- 
cated. He approved of splitting rather than dupli- 
cation. He thought it was better and more 
intelligible, although there was nothing in it — or 
rather, there would be nothing in it, — if everybody 
was an expert in figures. He was afraid that every- 
body was not an expert in figures, and that it might 
lead to misapprehension in the minds of investors. 
He thought that having the accounts of a railway 
in a clear and intelligible condition, was a matter 
of great importance for the geneial investor, but 
it went beyond the mere interests of shareholders 
andjnvestors. The commercial interests of the 
nation were affected, as railways were great 
national institutions, a certain status having been 
assigned to them, or given by Parliament, in the 
public interest ; all sections of the community 
are therefore more or less interested in their fate, 
and it would prove a national calamity if the 
railways got into the hands of unscrupulous 
speculators. 

In order to test whether the market quotations 
of English Railway Ordinary Stocks are easy of 
comprehension or misleading, the Stock Exchange 
daily official lists and the monthly lists which 
stockbrokers regularly circulate among their 
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customers contain the following details which 
are now set out for consideration, just as they 
have appeared in the lists since December 1900. 

Railway Ordinary Stocks and Shares. 





Vreaent 


Tk^lJt 


Name of Company and Stock. 


Amount 
£ 


Paid. 
£ 


Great Eastern 


Ordinary 


18,262,886 


100 


Great Northern 


Preferrwi Converted 








Ordinary 4 per cent. 


10,908,387 


100 


■ 


Deferred Do. 


7,272,264 


100 




Consolidated Do. "A" 


1,159.272 


100 




Do. " B " 


1,159,275 


100 


Great Western 


Consolidated Ordinary 


27,902,140 


100 


Brighton 


Ordinary 

Preferred Ordinary 


3,236,140 


loa 




6 per cent 


2,751,230 


100 


-/ 


Deferred Ordinary ... 


2,731,230 


100 


North Western 


Consolidated Ordinary 


42,731,878 


100 


South Western 


Do. do. 
Preferred Converted 


8,894,885 


100 




Ordinary 4 per cent. 


3,189,620 


lOO 




Deferred Converted 








Ordinary 


3,189,620 


100 


Midland 


Preferred Converted 








Ordinary 2 J per cent. 


37,022,461 


100 




Deferred Converted 








Ordinary 


37,268,386 


100 


North Eastern 


Consols 


28,028,927 


100 



On perusal of these extracts and especially 
the paid column, all persons, whether experts 
in figures or otherwise, would naturally assume 
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that in every case £100 per cent, had been paid 
in cash upon each of the specified blocks of 
stock; but, with the exception of the Great 
Eastern, Great Western and Brighton stocks, 
the whole are more or less misrepresentations of 
&cts and improper concealments from the public 
of the actual paid up capital. The additions to 
the ordinary stocks of the North Western and 
North Eastern were however small in amount. 

From what has been stated with regard to the 
Midland Railway conversion of ordinary stocks, 
it is perfectly clear that 50 per cent, only was 
paid upon each of their two classes of ordinary 
stock. The nominal additions to the ordinary 
stocks of the above companies amount to 43*8 
millions, forming part of the 186*6 millions of 
nominal additions mentioned in the Board of 
Trade general report, issued in October, 1901. 

We have thus had for many years in this 
group of ordinary railway stocks, those known 
as ordinary, as preferred and deferred ordinary, 
as preferred and deferred converted ordinary 
besides consolidated "A" and "B" ordinary 
stock and " consols," and, in the midst of all this 
confusion, the Trustee Act, of 1893, was 
passed. 

The first section of this Act provides that " a 

D 
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** Trustee may unless expressly forbidden by the 
** instrument (if any) creating the trust, invest 
*^ any trust funds in his hands, whether at the 
^* time in a state of investment or not, in manner 
" following, that is to say : — 

"(^) In the debenture or rent charge or 
** guaranteed or preference stock of any railway 
** company in Great Britain or Ireland incor- 
** porated by special Act of Parliament, and having 
" during each of the ten years last. past before 
** the date of investment paid a dividend at the 
** rate of not less than 3 per centum per annum 
on its " ordinary stock." 

Now, there is nothing in the definition section 
—No. 50— of this Act, to explain the meaning of 
either of the expressions " preference stock " or 
" ordinary stock," so that questions may arise 
as to whether the "preferred ordinary," or the 
preferred converted ordinary stocks are pre- 
ference stocks, within the meaning of the section, 
or whether the railway companies^ are required 
to have paid, during each of the ten years, not 
less than 3 per cent, dividends on the deferred 
stocks, or on their nominal amounts. 

In any case, in the event of failure on the part 
of any railway company having trustee stocks, 
to pay in any one year the stipulated 3 per 



> 
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cent, dividend, trustees would be prohibited for 
about twelve years afterwards from investing 
under the above sub-section (g) in any of the 
guaranteed preference or debenture stocks of the 
company so failing, and it would not be an easy 
matter to gauge the anxiety of trustees and 
others, which might arise on the happening of 
such an event. 

However sub-section (o) of the same Act 
enables trustees to invest " in any of the stocks, 
" funds or securities for the time being autho- 
" rized for the investment of cash under the 
" control or subject to the order of the High 
" Court." 

The investments under this sub-section are 
regulated by rules of the supreme Court, which 
authorise cash under the control of the Court or 
standing in Court in any cause or matter to be 
invested " in debentures or preference stocks of 
" any railway company which has, for ten years 
" before the date of investment, paid a dividend 
" of any amount on its ordinary stock." 

The Trust Investment Act, 1889, in section 3 
and its sub-sections (a) to (o) as far as relates to 
English railways is expressed identically in the 
same terms as section 1 of the Trustee Act 1893, 
with its sub-sections ; so that the legislature by 

d2 



I I 



68 



adopting the same words throughout practically 
determined that no alteration whatever was 
necessary with regard to the authorised invest- 
ments by trustees in railway securities, and 
reserved the option to the trustees of investing 
their trust funds either under sub-sections (jf) 
or (o). 

There can be no doubt that the draughtsmen of 
the two bills did not exercise sufficient care in 
framing the two sub-sections as there is a 
serious discrepancy between them which an 
ordinary M.P. would probably not discern. 

The Midland Railway Act, of 1897, in order that 
the 3 per cent, dividend on their ordinary stock 
should be calculated on the original amount of 
their ordinary stock before conversion, and to the 
exclusion of their nominal additions, contains the 
following provision, no doubt inserted as a pre- 
cautionary measure — " Section 67. The company 
"* shall notwithstanding the conversion under the 
** powers of this Act of any ordinary stock 
** continue to ascertain and declare their 
** dividends on the amount of ordinary stock 
** which would have been entitled to dividend if 
^*no such conversion had taken place and the 
^* dividend so declared shall for all purposes 

including the Trustee Act 1893, and the 
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^* Trusts (Scotland) Amendment Act, 1884, be 
**held to be the dividend upon the ordinary 
^* stock of the company." 

In fairness to those weaklings who may be 
seeking investments in ordinary stocks, without 
being experts in accounts, or familiar with the 
eccentricities of capital manipulators, the Stock 
Exchange Committee might surely, if even for 
the credit of *' the House " alone, make an effort 
in the cause of truth, by forbidding in future 
the classification in their daily lists of such 
ordinary ^stocks as the Great Eastern and Great 
Western with those of the Midland Railway in 
the form set forth in these pages, as it is unfair 
to the companies and the public also. They 
might state truly, as the fact is, that 37 millions 
only have been paid on the ordinary stocks of 
the Midland Company. The present representa- 
tion as to 74 millions having been paid is untrue, 
and this observation applies equally to all the 
other cases in which duplications of ordinary 
capital have been effected. 

Nothing was elicited before the Select 
Committee in 1890 to justify duplication of 
ordinary capital, and it is, as before stated, an 
absurdity which should never have been 
imported into railway or any other accounts. 
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even with the sanction of so angnst a body a& 
the Board of Trade. This only emphasises the 
well attested fact that the most vital interests 
and destinies of the nation during the past 
century have been, and still are, principally 
entrusted to the care of incompetent, indolent 
and weak officials. 

Railway directors too, as we shall presently see,, 
are not drawn from such classes in society as are 
most amply endowed with sound judgment and 
business ability, otherwise we might have heard 
by this time of reserves being set aside by weak 
companies out of the profits of prosperous years, 
to guard against any failure in bad times to pay 
the stipulated 3 per cent, dividend under the^ 
Trustee Act, and any consequent derangement 
of their trustee stocks. 

The South Eastern Company, in consequence of 
this neglect, failed to pay for 1901 a three per cent- 
dividend on their ordinary stock so that their 
former trustee stocks, of the nominal amount 
of 18*68 millions and a market value of 
23*6 millions, thereupon ceased to be classified a& 
" trustee stocks " in which trustees were allowed 
to place trust funds under sub-section (g) and 
could only rank as High Court stocks, in terms of 
the sub-section (o) previously set forth. The 
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Oreat Eastern and the Brighton Companies, it is said 
by compent judges, are also even now perilously 
Hearing the point at which such a similar derange- 
ment might possibly occur. Should the Brighton 
Company fail in any year to pay the three per cent, 
stipulated by the Trustee Act the consequences 
would be very serious indeed and their trustee 
stocks which are now of the present market 
value of 25'82 millions, would deteriorate in 
value. 

The cautious and speculative investors 
^like are always liable to rude and violent 
awakenings as to the dangers of the quies- 
<5ent policy of the Board of Trade, in 
Allowing railway companies to conduct their 
own financial affairs in such manner as suits 
them best. 

Railway debenture holders are, to all intents 
and purposes, mere creditors, pure and simple, of 
the various companies, having advanced their 
moneys as loans, at rates of interest agreed at 
the time ; but it seems that these indebted 
companies have, for benevolent or other reasons. 
Bought to improve the position of their already 
■secured creditors, but, to their own detriment. 
It would puzzle a very capable expert in figures 
to explain the reason for making such free gifts ; 
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but, according to the general report of the Board 
of Trade, this really has been accomplished hj 
railway companies allowing additions, either 
nominal or real, to their indebtedness to 
debenture holders, to the extent of 44*24 
millions. 

To make this perfectly clear to an ordinary 
reader, a fully secured creditor, having advanced 
£4,000 at 7 per cent, interest, is suddenly credited 
by his debtor with £7,000 at 4 per cent., and it is 
alleged, under the authority of the Board of Trade, 
that this change made no difference whatever, 
seeing that, in either case, the creditor received the 
same amount of annual interest. The only point 
which could be urged in favour of this operation, 
was, that the creditor would be still further 
benefited by possessing a more negotiable security j 
but why any railway company, as a debtor, 
should travel out of its way, by adding, as in this 
instance, £3,000 to the principal sum owing to its 
own already fully secured creditor, is incompre- 
hensible ; and the more so, as the result might 
lead up to serious embarrassments and di£Bcultie& 
hereafter, in cases where such alterations have 
been made in principal funds, forming the subject 
of trusts, under testamentary instruments or 
deeds of settlement. 
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Assuming that a settler or testator, having 
power of appointment over such a fund as this 
£4,000 so converted into £7,000 stock, should, 
prior to conversion, have appointed by deed of 
settlement or will, on his own death or that of 
-another, £2,000 of such stock, in favour of one 
child to the exclusion of others, it is only reason- 
able to anticipate that questions might arise in 
the f amily,^ as to whether £2,000 of the £4,0()0 
fitock, or £2,000 of the £7,000 stock, passed under 
the appointment, and whether the unappointed 
portion of the £7,000 converted stock was £3,500 
or £5,000. These duplications and conversions 
are therefore liable to become perplexing, to the 
holders and their legal advisers, and they are 
<;alculated to lead up to intricate complications 
and disputes, the consequences of which, in such 
a case, would far outweigh such advantages as 
may have arisen from the change. 

There can be no doubt whatever as to the fact 
that many serious troubles of railway companies 
have arisen from the facility with which the 
companies have been able to raise capital, owing 
to the price pf money for many years having 
been abnormally low, and the consequent 
inflation of the market values of all railway and 
other securities. 
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In addition to the ease with which railway 
capital has been raised by the companies, their 
improvident expenditure of capital moneys, 
regardless of the question whether such expen* 
diture would be productive of increased earning 
power, has been another prolific source of 
disaster and failure. 

These capital sums so raised, having in many 
instances been wasted on new works, or additions 
to working stock, which have not yielded a pro* 
portionate increase of earnings, have only proved 
an additional burden on the undertakings,, 
which has invariably resulted in reductions of 
dividends. 

Directors have also been tempted into such 
irregularities as the falsification of their accounts 
for the purpose of augmenting the profits shown 
on their revenue accounts, by charging strictly 
revenue items to their capital accounts, and 
neglecting the proper maintenance and renewalft 
of their rolling stock, permanent way and 
buildings. 

Whilst the average earning power per train 
mile has remained almost stationary during the 
past ten years, the working expenditure ha& 
largely increased, so that the proportion which 
the working expenses of railways in the United 
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Kingdom has borne to the gross receipts has 
increased by 7 per cent., viz., from 55 per cent, 
at which it stood in 1891 to 62 per cent, as the 
result of the working of the year 1900. In fact 
the working expenditure for 1900 on English 
railways was rather more than the average of the 
United Kingdom as it amounted to 63*1 per cent., 
the gross receipts having been 83*97 millions 
whilst the working expenditure was 53 millions. 
The net earnings therefore being only 30'97 
millions, represented 36'9 per cent, only of the 
receipts. 

This comparison of the working expenses with 
the gross receipts, only proves the steady 
43ontinuance of the tendency which had existed 
in former years, of the net earnings to decline ; 
Inasmuch as the proportion in 1860 which the 
working expenses bore to the gross receipts in 
that year was only 47 per cent., and consequently 
the net earnings were then at the rate of 53 per 
•cent., as compared with the present 36'9 per 
•cent. 

The Board of Trade reports state that this 
general tendency of the net earnings of railways 
to decline, is also shewn by the proportion which 
the net earnings have borne to the share and loan 
capital during the past thirty years, quin- 






1876 „ 1880 


» 


4-29 


1881 „ 1885 


» 


4-22 


1886 „ 1890 


» 


4-07 


1891 „ 1895 


» 


3-80 


1896 „ 1900 


» 


3-64 
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quennially estimated by the Board of Trade 
as under : — 
The average net earnings of 

1871 to 1875 was 4-56 per cent. 

With regard to the dividends which were paid 
during the year 1900 upon the ordinary stocks of 
railways in the United Kingdom, it appears from 
the Board of Trade reports that no dividend 
whatever was paid on 68*71 millions of railway 
ordinary capital ; that dividends not exceeding 
3 per cent, were paid on 172*27 millions ; and 
that dividends exceeding 3 per cent, were only 
paid on 208*02 millions of ordinary capital. The 
returns shew that the proportion of the net 
receipts to the total of the share and loan capital 
was only 3*19 per cent., so that the declension in 
earning power is beyond all question, and it still 
continues. 

The Board of Trade report contains interesting 
information with regard to the third clas& 
passenger traffic, a subject which deserves more 
serious attention than it has hitherto received.^ 
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The income from this source is really the main* 
stay of the whole railway system ; but the third 
class passenger is in variably treated less generously 
than any of the other patrons of the railway 
companies. 

During the year 1900 the number of third 
class passengers, exclusive of season ticket 
holders, who were carried on English railways 
was 1,038,873,248, being 90*9 per cent, of the 
whole passengers carried ; whereas there were 
only 103,403,438 first and second class passengers 
carried, representing only 9.1 per cent, of the 
total number so carried. 

The amount received for the carriage of the 
third class passengers was £28,215,042, being 
81*5 per cent, of the total receipts from all 
passengers, whereas the amount received from 
the first and second class passengers was only 
£6,420,489, being 18-5 per cent, of the total 
receipts from passengers. 

The Board of Trade returns and reports are 
almost exclusively limited to commercial matters 
as disclosed by the working and revenue accounts 
of the railway companies. With the exception 
of tables showing that the companies up to 1900 
had subscribed 38*78 millions of their capital to 
other undertakings, the returns are destitute of 
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capital or financial details, or information as to 
the prime cost of construction of the railways, 
-works, or stations, or the value of their working 
fifcocks. They furnish no particulars as to the 
expenditure on lines which have been abandoned, 
of losses by speculations of the companies, or 
sums which have been improperly charged to 
construction accounts. 

The railway companies annually furnish the 
Board of Trade, under statutory regulations, with 
the bulk of these details, together with the 
amounts of discounts under which the original 
capital had been raised, and the premiums 
obtained on their subsequent issues of capital ; but 
none of these particulars are in the least degree 
noticed by the Board of Trade in their returns. 

The Board of Trade have in these and other 
respects inflicted serious injury on the public, by 
allowing railway companies to manage their 
financial concerns, in such manner as suited 
them best ; to conceal and suppress material 
facts, and systematically to misrepresent the 
actual state of their affairs. The nation has thus 
been placed in a disadvantageous position, in the 
event of any further extension of governmental 
control over railways, ever having to be seriously 
considered or undertaken. 
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Nationalization or state ownership of railways,— 
upon which many volumes have been written, — 
was at one time regarded, in some quarters, as 
the only possible cure for railway demoralization, 
notwithstanding the fact that the undertaking of 
m gigantic an enterprise, would be attended 
with unsurmountable difGlculties, accumulating 
in force year by year, with the expansion of 
commerce and national enterprise. The inter- 
mittent Governmental supervision exercised over 
railways during the past sixty years, has of itself 
strained to its utmost capacity, the efforts of 
every successive government ; and no Herculean 
financier or administrator in office, has yet 
ventured to suggest any approximate price which 
could, properly be assessed to be paid by the 
nation for the railways in existence. 

The organization of the necessary ministerial 
and departmental army of control, the selection 
of an immaculate railway controller — ^who would 
be essential— with a thousand and one red 
tapists, for superintending the hundreds of 
thousands of busy workers, now laboriously 
occupied on the twenty or thirty thousand miles 
of railways, of the market value of 1,500 
millions, would engage the attention of ministers 
for many months, if not years, and probably 
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result in failure. The whole subject, although 
presenting a tempting bait for political enter- 
prise, must now, in the opinion of many railway 
authorities, be dismissed as Utopian in the 
highest possible degree. 

It is doubtful whether there has ever existed, 
any department of the State, which has been 
conducted on sound businesslike and economic 
principles. State institutions have, in fact, been 
called into existence, for the purpose of placing 
patronage at the disposal of ministers ; and of&cial 
positions thus created, have been filled by men 
who have gained distinction, principally for in- 
dolence, discourtesy and negligence, in attention 
to duties which have been undertaken by them. 
Each successive Government, being practically 
at the mercy of such men as they find in 
office, accepts their representations, adopts their 
views and advice, and retains them as 
permanent officials. They are eventually, 
when in very good bodily condition, pensioned 
and let loose on Society, to compete in 
business circles, with struggling men, for 
whom no such provision for advancing age 
is available. If unfitted for business or other 
pursuits, the status and dignity attaching to 
effete state officials, render them, in popular 
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estimation, eligible to figure as directors of public 
companies, in which light capacity their 
declining days ate frequently brought to a 
elose. 

As a rule, the higher the position of the state 
official, the more immoral is his bestowal of 
patronage ; and consequently, political corruption, 
originating at head quarters, rapidly augments 
in virulence. Should any government ever 
attempt to acquire the sole ownership and 
control of our railways, it would be necessaay to 
undertake a large proportion of the national 
earrying trade by water. Commerce would thus 
become injuriously affected, and, to an alarming 
extent, tainted with politics, and subservient, 
more or less, to the exigencies of the administra- 
tion of the day. All classes of Society would 
therefore view with disfavour, both on commer- 
cial and economic grounds, the acquisition and 
working by the State of the national carrying 
trade by land and sea. 

Government would in such an event be 
dangerously invested with an incalculable amount 
of patronage, in connection with the construction 
of new lines and the acquisition of steamers, and 
their maintenance. The general management 
and working, embracing contracts for many 
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millions per annum, wonld render the authorities 
constantly liable to attack, and the inevitable 
charge of nsing their patronage for political 
purposes. 

The general administration of railway affairs 
would also be prejudicially alBEected, and the 
commercial interests of the nation endangered, 
on every alternate change of government. The 
management of all public departments i& 
invariably more complicated and expensively 
conducted, than that of other enterprises, as the 
State gets far less work out of its servants than 
ordinary employers. It has no interest or induce- 
ment to work economically, and its general 
method of conducting business, will bear no 
comparison with that of public companies or 
individuals. 

With reference however to this important 
subject, the Cheap Trains Act of 1844 was passed, 
as stated in the preamble, for the purpose of 
imposing certain conditions upon railway 
companies *'for the benefit of the public." The 
second section of this Act, which is set out in 
the appendix, provides for the acquisition of 
railways by the State, on terms therein defined^ 
and the statute is still in force ; but, so far, it 
appears to have been practically useless, and some 
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anthorities now consider it only an incnmbrance 
in the Statute Book. 

A motion was in May 1888, submitted to the 
House of Commons to the following effect : — 

" That in the opinion of this House, the time 
"** has arrived when the Government should 
** appoint a Committee or Royal Commission, to 
** take into consideration the question of acquiring 
** the railways of the United Kingdom, in 
" accordance with the provisions contained in 
^* the General Railway Act of 1844 ; " but the 
motion failed to meet with any material support, 
and was in fact negatived. 

An Italian Commission of Enquiry had during 
three years, from 1878 to 1881, been engaged 
elosely on a full consideration of the whole 
flubject of the State acquisition of railways, based 
upon the general experience of the railway world, 
and the results of their labours are thus 
summarised in Professor Hadley's Railroad 
Transportation. 

" 1. Most of the pleas for State management 
** are based upon the idea that the State would 
^* perform many services much cheaper than they 
" are performed by private companies. This is a 
" mistake. The tendency is decidedly the other 
"** way. Private companies can do for their 
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" patrons many things which the State cannot ; 
** but it is doubtful whether the State would be 
" justified in doing anything of the sort which 
" private companies cannot. The State is much 
" more likely to attempt to t^jc industry, it i& 
" more omnipotent and less responsible than a 
" private corporation. 

" 2. State management is more costly than 
" private management. Such at least was the 
" conclusion of the commission on comparing the 
" results of the two systems. The differences 
" which they bring out are quite marked, though 
" it is fairly open to question just how much 
" they prove. Comparing State and private rail* 
*' roads in different countries they find that the 
" ratio of operating expenses to gross earnings is 
always greater on state railroads averaging 
11 per cent, more in all the countries com- 
pared. In their more detailed comparisons the 
" Commission take carefully into account the 
" various elements which involve cost of handl- 
" ing ; but unfortunately they do not take up the 
" question whether the rates charged on the State 
" railroads considered may not be lower than on 
" the private railroads — a thing which would 
" make the per centage look unfavourable, and 
" yet be rather a credit to the management than 
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** otherwise. We cannot therefore accept thia 
" point without reserve, 

" 3. The political dangers would be very great. 
" Politics would corrupt the railway manage- 
" ment, and the railroad management would 
" corrupt politics. These effects have already 
" been seen in actual working. Changes of rates 
" are made for the sake of influencing elections. 
" A questionable experiment was recently made 
" in Belgium in the matter of railroad tariffs ; it 
" had been adopted by the Government as a 
" means of currying popular favour — a kind of 
" bribery to which there is great temptation. It 
" would not be hard to find similar instances on 
** both sides of the Atlantic." 



CHAPTER V. 

The sliare and loan capital, working stocks and directors of 
principal railways — Directors as masters and dictators- 
Shareholders' advisory committees — Relationship of 
directors and shareholders— Absentee shareholders— 
Suppression and concealment of facts — Duties of auditors 
to shareholders and the public. 

From what has been already stated, and a con> 
fiideration of the following facts, appearing by 
the recorded transactions of the eight principal 
railway companies previously mentioned, as 
having been existent at the close of the year 
1900, the reader may, not only acquire some 
useful information with regard to the several 
companies, but, at the same time, be enabled to 
venture on a general estimate as to the future 
prospects of our other home railways. 

The length of the lines owned and worked by 
these eight companies was 13,486 miles, the total 
length of lines in the United Kingdom open for 
traffic being 21,855 miles. 

The paid up share and loan capital of the same 
companies, amounted to 517*36 millions, being a 
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large proportion of the 989*2 millions of share 
and loan capital of railways in the United 
Kingdom, and the eight companies had available 
powers to create 30*83 further millions of share 
and loan capital, of which they had already spent 
7*11 millions by anticipation. 

These ^eight railways had received as 
premiums on their new issues of stocks 60*29 
millions in cash, the whole of which had been 
disposed of, without writing down any portion of 
the amounts improperly charged in their con- 
struction accounts, but which amounts are 
nevertheless still standing in their books as 
represented by real assets. 

Six of the eight companies had nominal 
additions to their share and loan capital 
amounting to 117*4 millions, whilst the 
capital and loan accounts of the other two 
companies had not been deranged or materially 
disturbed. 

The paid up share and loan capital of the 
eight companies, with the nominal additions 
thereto, and the premiums on issues of their 
stocks, made up a total of 695 millions, but the 
whole details of this large capital sum, were 
entirely omitted from their balance sheets, as the 
aggregate of all the items which appear in the 
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balance sheets of the eight companies only 
represented 32*82 millions. 

The affairs of the eight companies were 
controlled by 122 directors, consisting of 
16 peers, lords and visconnts ; 31 right hononr- 
ables, honourables, and members of Parlia- 
ment; 24 naval and military retired officers, 
baronets and knights ; 32 justices of the peace ; 
and 19 others who were probably profes- 
sional or business men. These directors were 
paid annually for their services £68,140 being 
at the rate of £5 per mile on the 13,486 
miles owned and worked by the com- 
panies as above stated. The 122 directors held 
collectively 424 seats on railway and other 
boards of direction. Of the directors, constituting 
one-fourth part of their whole number, viz., 31, 
each director held five or more seats on boards ; 
and of the entire number, 24 only held one single 
seat each, on one of the eight railways. 

Five of the Great Eastern directors held 
29 seats, seven of the North-Western directors 
held 44 seats, five of the Brighton directors 
held 39 seats, and five of the Midland directors 
held 34 seats. Of twenty railway directors, who 
were engaged on no other board whatever, the 
Oreat Northern could claim three, the Great 
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Western five, the Midland six, and the North 
Eastern six. The whole of these details are fully 
set forth in the appendix. 

By the cash accounts of these companies, it is 
stated that the cost of their rolling stock was 
71*69 millions, the average cost of this equipment 
being at the rate of £5,323 per mile. This rolling 
stock consisted of 13,286 locomotives, 40,088 
carriages and vehicles, and 434,541 merchandise 
waggons. These figures, calculfited on the 
13,486 miles owned and worked, represent about 
one locomotive, three carriages, and 32 waggons, 
for each worked mile. 

The following tabulated statement shows the 
whole of these items in detail. 



Name of Company. 


Number of 

Miles 

Worked. 


Number 

of 
Locomo- 
tives. 


Number of 

Passenger 

Carriages, 

etc. 


Number of 
Merchan- 
dise 
Wagons, 
etc. 


Cost 

in 

MiUions 


Great Eastern ... 
Greaf Northern... 
Great Western ... 
North Western... 
South Western... 

Brighton 

Midland 


1,274 
1,181 
2,858 
2,922 

968 

.487 

2,002 

1,804 


1,041 
1,316 
1,988 
2,984 
733 
489 
2,616 
2,121 


4,957 
3,282 
6,544 
9,219 
8,920 
3,091 
6,244 
8,831 


26,699 
37,704 
68,878 
72,169 
13,274 
9,953 
118,626 
98,248 


5-10 

7-28 

12-02 

10*62 

617 

318 

16-19 


North Eastern ... 


12'13 


' 


13,486 


13,286 


40,088 


484,641 


71-69 
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As the rolling stock of none of these com- 
panies bears a resemblance in nature, quality or 
value, to that of any of the others, it would be 
difficult to formulate an approximate stock 
taking of the whole, or to determine any all 
round figures upon which to estimate the 
respective values of the several groups of rolling 
stock, at which they could fairly be taken, as 
being in use by the railways as going concerns. 

All writers on railway statistics invariably 
complain of the secrecy maintained, on material 
points in the accounts of the companies ; and they 
affirm that, in the general absence of details, it is 
impossible to determine whether dividends have 
been paid by the companies for many years out 
of their capital or not. The reports and accounts 
of the companies which reach the public, suppress 
all information on this point, beyond the bald 
stereotyped assertion that revenue items are 
always charged to profit and loss. It is only by 
means of a critical enquiry into, and an analysis 
of accounts, probably extending over a series of 
years, that any insight into the working, character, 
and position of a railway company can be 
acquired. 

In harmony with the principles on which 
railway accounts are universally prepared, the 
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details of the separate cost or value of the several 
groups of rolling stock, viz., locomotives, coach- 
ing and merchandise vehicles, are not introduced 
into the accounts of recent years. Under such 
circumstances a clever expert in such matters, 
without an intimate knowledge of the rolling 
stock of a company, would have difficulty in 
certifying or forming an opinion as to its 
approximate value. 

In June 1882 the North Western declared their 
working stock at £7,911,206, made up of loco- 
motives £3,502,344, coaching £1,335,452, and 
merchandise £3,073,330, but the values of the three 
corresponding groups of rolling stock of the 
company in 1900 are not separately detailed. 
However by assessing the several groups of their 
1882 or 1900 rolling stock, at any values conunon 
to all the other companies, or on any variation in 
the figures, the rolling stock of the North Western 
appears to have been the most fairly valued at 
each period. 

The figures suggested hereafter are not intended 
to be understood in any way, as an arbitrary basis 
on which to determine the approximate values of 
the rolling stocks of the companies as going 
concerns, or any of them, but only as a means of 
contrasting the approximate value of the rolling 
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stock of aoy one company, with that of the other 
seven. 

If the North Western railway stock is a fair 
average of that of the other seven companies, the 
worth at which each of the several groups of 
items is stated, may be considered as fairly 
assessed. The comparision may be to the 
advantage of one company, haying regard to the 
bad quality and condition of its rolling stock, 
whilst another company would suffer by it, from 
the fact of its stock being somewhat under-valued, 
when its original costliness and the character of 
its subsequent maintenance are taken into con- 
sideration. In any case the expedient now 
resorted to is only an unavoidable concomitant of 
the companies' reticence and neglect to furnish 
necessary information. 

The classifications by the companies of their 
groups of working stocks, differ entirely from each ' 
other. The "coaching" or passenger vehicles, 
embrace ordinary carriages, composites, saloons, - 
bogies, composite guard brakes, vans, horse and 
cattle boxes, open and covered carriage trucks, 
break vans, luggage and parcel vans, post office 
and sorting mail vans. Having regard to the 
lengthened periods during which this variety of 
vehicle is allowed to run, an average of £150 for 
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each item, would probably be a fair and reasonable 
Talne to place upon this section of rolling stock 
as in nse in a going concern, notwithstanding 
additions have been made in recent years of 
carriages costing from £800 to £1,300 each. 

The " merchandise " rolling stock is classified 
as made up of open and covered goods-waggons, 
brakes, ballast-waggons, milk and fish vans, min- 
eral waggons, timber, machinery, cattle, coal and 
€oke trucks, and guards brake vans ; and, seeing 
that the wear and tear is very great, they may 
be stated at an average value of £60 for each 
item. 

Taking the whole of the descriptions of loco- 
motives at an average value of £1,800 each, the 
accounts of the various companies to December 
1900 would shew the following results : — 

The value of the North Western rolling stock 
was understated to the extent of '46 million. 
The South Western stock was over- valued by 
2*47 millions, being 90 per cent, in excess of its 
value ; the Brighton stock was over-valued by 
1*24 million, being 63 per cent, in excess of its 
value ; the Great Western was over-valued by 
3*92 millions, being 48 per cent, in excess of its 
value ; the Great Northern was over-valued by 
2*15 millions, being 41 per cent, in excess of its 
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value; the Midland was over-valued by 3*57 
millions, being 28 per cent, in excess of its value t 
the Great Eastern was over-valued by '95 million^ 
being 22 per cent, in excess of its value, and 
the North Eastern was over-valued by 1*85 
million, being only 17 per cent, in excess of its 
value. 

The total of these excessive valuations is 16*15 
millions ; and deducting the under-valuation of 
•46 million of the North Western Railway stock, 
there remains 15*69 millions as the net sum in 
which the values of the rolling stocks had been 
over-stated. This amount being deducted from 
the 71*69 millions, returned by the companies 
as the value of their rolling stock, reduces 
their real value to 56 millions made up as 
under: — 
13,286 Locomotives at 1,800 ... 23*91 
40,088 Coaching „ 150 ... 6*01 
434,551 Merchandise „ 60 ... 26*07 

55*99 millions 



On a sub-division of these statistics, with 
regard to the working stocks of the companies, 
some highly interesting facts may be elicited, 
but some of the figures would require slight 
modification. 
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The average cost of the rolling stock of seven 
of these companies is at the rate of £5,269 per 
mile, estimated on the amount standing on their 
books as cost ; but this, as has been clearly 
demonstrated, is greatly in excess of the real 
worth of the rolling stocks, if valued as in use by 
going concerns. 

The cost of the Brighton rolling stock is 
charged at the rate of £6,534 per mile, being an 
excess over the others of £1,265 per mile : 
which, if multiplied by their 487 miles worked, 
shews the Brighton working stock, as compared 
with the other seven, to have been over-valued to 
the extent of £616,055 ; but, its excessive valua- 
tion by 1*24 million is a far more accurate 
estimate, each locomotive being represented on 
their books as worth £2,307, and their "coaching" 
and " merchandise " vehicles as being of the all 
round average value of £150 each. 

With regard to the numbers and position of 
the directors of the various companies, and the 
remuneration they receive for their services, 
the seven companies pay their directors for the 
management of their lines, at the rate of £4 14s. 
per worked mile, whereas the Brighton directors, 
receive £13 6s. per mile. During the past twenty 
years the Brighton directors have received 
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altogether £127,499 for fees, and the average 
number of miles open and worked, during the 
same period, has been 464|. The directors* 
remuneration therefore has averaged throughout 
the twenty years ending 1901, £13 14s. per 
worked mile. 

The successes and popularity of railways are 
not wholly dependent upon the status and com- 
position of their directorates ; and the fact that 
the operations of these eight railways, with their 
695 millions of capital, have not been attended 
with better results need cause no surprise^ 
having regard to the well known inefficiency 
of many of the directors to whom the share- 
holders have entrusted the management of their 
affairs. 

The selection of directors, for the purpose of 
acting as managing owners or servants of a joint 
stock company, should not be made from oma- 
mental men, who possess no practical knowledge 
of business, or indeed of any other subject, out- 
side society frivolities. Railway boards espe- 
cially, should be constituted of sound, clear- 
headed, and practical business men, who are fully 
competent, and have sufficient time at their 
disposal, to deal with the immense varieties of 
intricate details, necessarily involved in railway 
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management ; whilst it will be seen, from the 
list of directors in the appendix, that many of 
them, with great demands on their time, are 
notoriously unfitted for such work, or even for 
assisting in the management of any commercial 
or industrial concern. 

Instead of directors being the accounting and 
responsible agents or servants of their co-partners 
and employers, and, in a certain sense, standing 
in a fiduciary relationship to them ; they often, 
by an indecorous use of proxies, and other means, 
assume the position of masters and dictators ; so 
that the shareholders need protection, not only as 
against the directors, but more frequently from 
themselves, inasmuch as they often prove to be 
weak and stupid beyond expression, in sub- 
mitting to the tyranny .of directors, who some- 
times possess little or no monetary interest in 
their undertaking. 

In the appointment of directors, the share- 
holders are seldom consulted, or have any voice. 
Assembling once or twice yearly, should the 
death of a director have occurred in the interim, 
the board have always ready at hand, and in.- 
augurate, a substitute of their own selection ; and 
on a retirement being contemplated, at a general 
meeting or otherwise, the precise details of such 

£2 
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retirement are pre-arranged by the board ; so 
that the gap may be closed at their own time, and 
by the nomination or appointment of a substitute, 
of their own choice. At the general meeting, 
after the happening of either event, the share- 
holders, as a matter of course, confirm the nomi- 
nation or appointment of the new director, so 
that the board, as before, remain masters of the 
position. 

A substantial saving might be effected, by the 
removal of such directors as, through advancing 
age or other disability, are unfitted for dis- 
charging the duties incident to the office, 
pensions or allowances being made for past 
services wh .re necessary. 

Every body of railway shareholders should 
establish among themselves, a permanent second 
chamber, or shareholders' protection, vigilance 
and advisory committee, having clerical assist- 
ance and the use of offices, placed at their 
disposal, at the company's expense. The com- 
mittee should consist of a sufficient number of 
the principal shareholders, resident near the 
offices of the company. They should frequently 
visit the various departments, so as to ascertain 
how their business is being conducted, and they 
should meet in committee at least once a month, 
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to compare notes, and consider commnnications 
or suggestions from outside shareholders or 
others, having for their object the protection or 
benefit of the company, or changes which it 
might be thought desirable to make in the 
management. They should keep minutes of 
their proceedings, and, whenever necessary, 
report to the shareholders, or submit any recom- 
mendations or suggestions to the directors, which 
might be considered necessary. The committee 
should keep a re6ord of persons, eligible for 
service as directors, managers, &c., after having 
instituted inquiries as to their suitability. No 
director should be appointed to fill a vacancy, 
without the shareholders* committee being pre- 
viously advised or consulted, ai to the step in 
contemplation. 

Directors being engaged at agreed salaries, as 
servants of the company, every shareholder, 
however small his interest, has a perfect right to 
the fullest information as to the manner in which 
these servants employ their time whilst in such 
service. Besides which, it is only reasonable 
that shareholders should possess a sufficient 
guarantee, that they receive value tor the salaries 
which are paid to the servants and agents 
employed by them. 

b2 
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On every occasion on which the conduct of the 
company's business by their agents, servants op 
subordinates, is challenged, or called in question, 
the oflScials charged should have every facility 
afforded them for their defence, with respect to 
the matter in question. But, as accounting 
agents or servants, they should not be allowed at 
general meetings to act in the dual capacity of 
servants and masters, by voting on matters 
affecting themselves, as defaulting or incrimi- 
nated servants of the company, whether 
collectively as a board, or individually. It 
should be the sole prerogative of shareholders, 
outside the board-room, to consider, and decide 
for themselves, all questions and matters in issue, 
as to their distinct rights in the selection of their 
own servants, and their relations to and with the 
servants whom they so employ and pay for 
service ; without any interference on the part of 
those servants, notwithstanding their being part 
owners of the undertaking. 

If these paid and accountable servants, 
either alone, or through, or with other persons, 
being members of the company or nofc, engage in 
the solicitation for, or the use of, proxies in 
reference to any personal matter, or to the 
appointment or removal of any director or 
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auditor, they shonld be disqualified in perpetuity, 
for re-election to any offices, as agents or servants 
of the company, after the expiration of their then 
existing term of office. 

There are many shareholders who, being 
unable to attend the general meetings of com- 
panies in which they are interested, are never 
properly informed as to what really transpires at 
such meetings. Many details, which ought not 
to be withheld from such absentees, are 
suppressed by the managers, in such reports of 
meetings as are issued to the shareholders. 
These reports should therefore, either be sub- 
mitted by the directors to the shareholders' 
committee, for their approval prior to being 
issued ; or the control with regard to these 
reports, should be entirely removed from the 
directors, and entrusted to the shareholders, 
committee, who should also be empowered, at 
the company's expense, to employ permanently 
a sworn shorthand writer, with instructions that 
he should take a full and faithful note, in extensOj 
of all that transpires at every meeting, for sub- 
mission to the shareholders' committee, who 
should also be at liberty, either to agree the 
reports of meetings with the directors, or to print 
iuxd issue the same to the shareholders, at their 



^ 



102 



sole discretion, and at the expense of the 
company. 

Every report of proceedings at a general 
meeting should contain particulars, to be supplied 
by the secretary for publication, of the amount 
of stock held by the members who are actually 
present in person at such meeting, and the 
amount of stock represented by proxies, held 
on behalf of absentee shareholders. It might 
be desirable that the amount of stock, and the 
period during which it has been held, by every 
member taking part in the proceedings, should 
also be stated prior to his addressing the meeting^ 
or commencing any remarks he may have ta 
submit. 

The nomination and appointment by the share- 
holders, outside the board room, of their own 
auditors, who are engaged by them for their 
exclusive service, and the relationship which 
should mutually exist between them, to the 
exclusion of all officers standing in fiduciary 
positions, are matters of the most grave im- 
portance to all the shareholders, as they sometimes 
seriously affect the general interests of the 
concern. 

An auditor is, or should be, appointed by the 
shareholders in a public company, exclusive of 
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the directors, as their critical servant, to act as a 
<jheck upon the directors and managers on their 
behalf ; and he should be invested with the 
f allest possible powers, in order to secure the 
protection, and safeguard the interests, of those 
shareholders . so appointing him. His power 
fihould be absolutely unrestricted ; so that he 
should be able to give free and full expression to 
his views as to the company's accounts, and the 
state of its affairs. His freedom and power 
should, in every other respect, be paramount, in 
order to secure the fullest protection to those 
shareholders, who are outside the board room. 
He should be placed in such a position as to 
dissociate himself entirely from the directors and 
staff ; and should account to, and consult with, 
the shareholders' committee whenever necessary 
or desirable. If his convictions are strong with 
regard to any of the points before mentioned, 
he should have unlimited power, fearlessly to 
give full expression to them, and, at whatever 
risk to himself, to explain them in sufficiently 
distinct terms, so as to bring them clearly within 
the comprehension of every shareholder. 

If he consider it his duty to do so, he 
should insist upon the company's assets being 
properly valued on business lines, and specifically 
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declared in the accounts, at their trne value ; 
on all funds set aside out of profits, for 
contingencies or otherwise, being really invested 
in available and convertible securities ; and he 
should insist on ascertained losses being stated 
in distinct terms in the balance sheets ; so that 
the capital raised, and the current worth of the 
assets, are so clearly defined as to be thoroughly 
understood by all concerned. 

Failing to make these various matters perfectly 
explicit, he should clearly explain the reasons of 
his inability to do so ; otherwise he is acting 
dishonestly to himself, and the outer world ; is 
disregarding the interest of, and defrauding, 
those who employ him, and pay him for his 
work ; he becomes a party to wrong doing, 
mflicts injury on all sides, and tacitly avows 
himself, as unfit to retain rank as a good citizen, 
as lacking in moral principle, unreliable, un- 
worthy of credit, and in fact, a mere creature 
of circumstances, and a tool in the hands of 
those very persons, in respect of whom he is 
expressly employed, and paid, to keep in check. 
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CHAPTER VI. 



The Brighton Company. Their published statements as to 
their career. Comparison of old with new rolling stock. 
Official recommendations to close capital account. 
Stock taking of rolling stock. Revenue items charged to 
capital. Provisions of capital acts. Repairs of rolling 
stock. Capital expenditure. Recent net earnings and 
dividends. Fictitious statements of assets. First and 
third class traffics. 



Evert railway company may be said to possess 
a certain marked Individ aality of its own, which 
is manifested by the manner in which its general 
business is conducted. The methodical and 
systematic management of onr great nprthem 
lines, stands ont in marked contrast with the 
imperfect and spasmodic style in which the 
southern lines have, throughout their existence^ 
been vainly striving to satisfy public require- 
ments. The success of the northern lines is 
due, in a great measure, to the ability and energy 
with which such men as Sir Richard Moon, Sir 
James AUport, and Sir George Findlay, devoted 
their lives, and steadily worked throughout, in 
order to bring to perfection, the splendid organi- 
zation of their systems, every section of which, 
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from end to end, is now worked with clockwork 
precision and regularity. The sonthern lines, on 
the other hand, have followed crooked paths of 
their own ; and, instead of aiming at a steady 
development of their traffic, and dealing fairly 
with their patrons, they have been uniformly 
absorbed in domestic and other strife, and have 
only succeeded in establishing for themselves a 
thorough notoriety for inefficiency, tyranny, and 
general obstrnctivity. 

That the Brighton Company has been of a 
litigious character, from its earliest days, appears 
by a report of Mr. Samuel Laing, prior to his 
joining their board of direction. In his capacity 
of secretary to the Board of Trade, in 1844, he 
reported as follows : — 

" For two years the public have been deprived 
" of cheap access to the London Bridge terminus 
" and of the benefit of low fares on the Croydon 
" railway, owing to a dispute between the 
" Croydon (Brighton) and Greenwich (South 
" Eastern) company, as to the amount of toll to 
" be paid by the former for the use of one mile 
" and three-quarters of the Greenwich line. The 
" extent of inconvenience to the public, may be 
*' judged from the fact, that the number of 
"passengers using the Croydon railway in the 




107 



" course of the year, fell ofE more than 200,000, 
" owing to the dispute and consequent increase of 
" fares, and that the Croydon company were 
" actually on the point of abandoning their traffic 
" altogether." 

It is surely a remarkable instance of the irony 
of fate, that it was owing to this report of Mr. 
Samuel Laing, in his capacity as secretary to the 
Board of Trade, that the public owe the benefit 
of the Cheap Trains Act 1844 to which reference 
has already been made. Although Mr. Laing 
joined the Brighton Company as chairman about 
twelve years afterwards, the third-class passenger 
has, from that time to the present, been worse 
treated on the Brighton line than on any other 
railway in the kingdom, by exclusion from all 
fast and express trains, whilst every principal 
town on the northern lines, has from fifteen to 
twenty such trains each day, available to third- 
class passengers. 

In some respects, the methods in which railway 
companies transact their business resemble each 
other, and every railway company compares its 
own successes and failures with those of its 
neighbours ; but a more minute inquiry into the 
inner workings of one of the eight companies 
previously referred to, may serve as an object 
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lesson to some of those persons who are in- 
terested in railway adventures generally. 

The Brighton Company, as already indicated, iB 
well known to have thronghont its existence 
occupied the front rank in every new legislative 
measure, and, in monetary circles, it has always 
held a prominent position, no general city 
article or financial report, seeming to be complete^ 
without some reference to the barometrical 
fluctuations in its volatile stocks. 

The company may therefore be regarded as a 
typical specimen of the whole group of railways, 
and its more recent career appears to be very 
clearly pourtrayed by its published reports and 
accounts, which may be regarded as incontro- 
vertible, as far as the company itself is 
concerned. From these documents, it will be 
seen that the heavy rates of dividends paid by 
the company upon their ordinary "A" stock, as 
set out in the appendix, were not properly earned 
by the company, and that the shareholders have 
been perfectly aware of this important fact 
throughout. The effect has been to give that 
particular stock an altogether fictitious value, and 
genuine investors have been victimised through 
the violent fluctuations which have occurred in 
its market price. Its erratic changes have caused 
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great anxiety to many investors, who have placed 
money in the stock for permanent investment, at 
top prices, and thereby sustained disastrous and 
irretrievable loss. 

These serious losses would have been mini* 
mized in an important degree, had the company 
fairly complied with the provisions of the 
Regulation of Railways Act 1868 as to the due 
maintenance, out of revenue, of their permanent 
way, roads, bridges, buildings, works and stations, 
and also given an adequate amount of attention 
to the proper maintenance and renewals of their 
working stocks and movable effects. In all these 
respects however the company have for many 
years systematically and admittedly ignored 
their statutory obligations, and duties to the 
public. 

The legislative enactments which provide for 
the proper maintenance and renewals of railway 
working stocks, permanent ways, works &c. are 
set forth in the statutory forms of revenue 
accounts issued half yearly to shareholders under 
the Regulation of Railways Act 1868 and they are 
fully detailed in the appendix. 

From Abstracts 6 and C it will be seen that 
the proper and efficient maintenance and re* 
newals of locomotives, carriages, and waggons 
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were intended to be strictly enforced against 
railway companies. 

The rolling stock of the Brighton Company in 
1872 which consisted of 233 engines and 
5,784 coaching vehicles &c. had cost £1,084,233 
whilst their working stock at the close of 
1900 totalled up to no less a sum than 
£3,182,107 15s. 4d. made up as follows : 

489 locomotives at £2,307 ... £1,128,133 14 10 

13,044 coaching and merchan- 
dise vehicles at £150 ... 1,955,118 19 2 

Machinery, tools, and sundries 98,855 1 4 



£3,182,107 15 4 



The company in 1872 had 376 J miles open for 
traffic, and passengers and goods trains ran 
5,183,568 miles ; and in the year 1900 there were 
487 miles open and the trains ran 10,731,315 
miles. 

A comparison of the mileage and rolling stock 
expenditure between 1872 and 1900 will show 
conclusively that, had the old working stock 
been efficiently maintained, the expenditure on 
the new working stock was not altogether 
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necessary, and was certainly injudiciously entered 
upon. The following tabulated statement will 
assist the reader to an easier apprehension of the 
startling facts elicited : — 

Comparative Statement as to the Cost and 
Working power of the Original and New 
Rolling Stock of the Company. 



Description. 


Cost. 


No. of 
En- 
gines. 


No. of 
Ooaching 

and 
Merchan- 
dize 
Vehicles. 


Mileage Run. 


MUes 
Open. 


1872 Stock... 
New Stock ... 


£1,084,238 
2,097,875 


233 
256 


5,784 
7,280 


5,183,568 
5,547,747 


376i 
llOf 


1900Totals... 


£8,182,108 


489 


13,044 


10,731,315 


487 



The nature of the mileage of 1900 differs, no 
doiibt, from that of 1872, but, assuming that the 
old working stock had been efficiently maintained 
and renewed with engines and carriages suitable 
to meet the exigencies of modem travel and 
business extension the old working stock, with 
renewals, would have ran in 1900 the same 
mileage and accomplished the same amount of 
work as it did in 1872. 

Should this be an approximately correct view 
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of matters, the results of the expenditure of the 
two millions on the new stock contrast most 
nnfavonrably with those of the one million spent 
on the old stock by the original directors, who 
were, nevertheless, summarily dismissed in a 
body by the company for inefficiency. The 
yearly details of the cost of the new stock will be 
found in the appendix. 

In order that all maintenance charges should 
be thereafter paid out of revenue, the auditors on 
the 24th January, 1868, announced 'Hhe 
" inauguration of a new system, or rather the 
" return to a previously existing one of keeping 
*' capital expenditure down as much as possible, 
" and endeavouring to close the capital account." 

Mr. S. Laing, in his report to the shareholders 
under date 25th July, 1868, states : — " When I was 
** chairman * 12 years ago I left the Brighton 
" company in a sound and prosperous con- 
** dition. When I came back to it in July last 
** I found it practically insolvent, having spent 
" £8,000,000 of additional capital without any 
•* net return. A long practical experience in 
" railway matters satisfies me that the only safety 
*^ for a company situated like the Brighton is to 
'' close the capital account. Charges which are 
** not for a specified new object, which is to 
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" hing in a new return, must be borne by 
" revenue." 

Tfe Company's anditors being well aware of 
the terms of the Regulation of Railways Act, 
1868, a& to the disposition of capital moneys, and 
the prdTisions for the maintenance of the rolling 
stock in good condition, reported on the 20th 
January, 1?69, to the shareholders as follows : — 
"We have made arrangements "for a complete 
stocktaking of the rolling stock every two 
years." 

In this was necessarily involved, as every busi- 
ness man well understands, the important subject 
of providing, out of the company's revenue, for 
the maintenance of the company's working stock, 
— in the words of the statute and formal certifica- 
tion, — in good working order and repair, and for 
depreciation in its value. The complete stock- 
taking of the rolling stock, of any well-conducted 
railway company, is really a matter which can be 
accomplished with the utmost ease and expedi- 
tion. Every locomotive has its own distinctive 
number or name, and its history can be traced in 
the company's books. It should appear in the 
stocktaking sheets, each sheet being signed by the 
person directly responsible for its accuracy, the 
principals of departments taking care to protect 
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themselves by checking the work of their sub- 
ordinates. The amount of depreciation slould 
also be shewn with precision, and the estinated 
real value also of each locomotive as it exists on 
the stocktaking date, should appear. These 
observations apply also to the coaching and 
merchandise items, and to machinery, fools, and 
all other movable assets and effects. 

The auditors are not responsible for the values 
which are placed on the articles, but they should 
see, as they easily could, with absolute^ certainty, 
that the precise numbers of each group of exist- 
ing articles are duly accounted for, and they are 
clearly bound to enquire, and feel assured, as to 
adequate provision being made for maintenance 
and depreciation. 

If evidence on these points, and of proper care 
having been taken in preparing the valuations, is 
not forthcoming, the auditors should in turn pro-» 
tect themselves and the shareholders who employ 
and pay them, by calling the attention of the 
shareholders to the matter, in their certificate. If 
no mention is made in the auditors* certificate as 
to the manner in which the stock has been taken 
and valued, the shareholders are entitled to 
assume that the auditors have performed their 
duty properly, and that the rolling stock is really 
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in existence, and of the value represented, after 
the necessary provisions had been made for 
depreciation, maintenance and renewals. 

Now, with regard to this undertaking of the 
auditors of January, 1869, to have a complete 
stocktaking of the rolling stock of the company 
periodically, it turned out to be wholly impractic- 
able for the best of all reasons, viz., that the 
rolling stock mentioned in the half-yearly reports 
was, to a considerable extent, not in existence. 
The best information obtainable as to 23 engines, 
235 carriages and 647 waggons which had dis- 
appeared from the company's books, was furnished 
by the chairman, Mr. S. Laing, to the shareholders 
at the half-yearly meeting held in July 1870. He 
then stated that as regarded 17 of the old loco- 
motives which were missing, "the history of 
"them is sinjply this, that there were 17 old 
"locomotives which for the last 8 or 10 years 
**have been thoroughly and completely worn 
** out ; they were standing at a siding on the 
" company's lines and they were standing on the 
" company's books. 

"When our new locomotive superintendent 
"came in, he said, very properly, it is no use 
" keeping this extra number of engines, which are 
" merely old iron, standing useless, which affects 
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*< somewhat disadvantageously the comparison 
"of our working with that of other lines, 
" because we seem to be working a much larger 
" number of locomotive engines to do our traffic 
"than we really want. We must keep up in 
" good and efficient repair the number of engines 
" really wanted to do the traffic, and as to. those 
" 17 engines which are' but old iron, we had better 
" sell them as old iron, and with the money buy 
" some new ones. The directors took that view> 
" they sanctioned that recommendation, and that 
" is the history of the 17 locomotives. 

"At the same time I should say in justice to 
" Mr. Craven, in giving that certificate, that that 
" state of things had existed for 8 or lO years, had 
" been perfectly well known to the auditors and 
" to everybody else, and therefore in giving his 
" certificate that the stock was in good order, no 
" doubt he gave it with reference to the remaining 
"stock, that which was the practical stock of 
" locomotives, and did not take into account the 
" 17 old engines. At any rate, that is the explan- 
" ation of it." 

In the appendix will be found set out the 30th 
section of The Railway Companies' Act, 1867, 
which provides, that if the directors and auditors 
differ as to expenses which should be borne 
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by revenue, the company may decide thereon in 
general meeting, "subject to all the provisions 
" of the law then existing, and such decision 
" shall for the purposes of the dividend be final 
" and binding." This is followed by a full 
account of the company's proceedings and a 
statement of amounts which have been charged 
to the company's capital account, in opposition to 
the opinions of the accountants and auditors, 
that the same were revenue charges. These 
amount altogether to £556,110, a sum almost 
equal to the whole of the dividends which were 
paid on the deferred stock from 1875 to 1884 
inclusive, the details of which also appear in the 
appendix as before stated. 

It is clear that the decision of a company in 
general meeting cannot justify or legalize an 
illegality ; as in the various steps taken by the 
Brighton Company, they were bound to have 
regard to all the provisions of the law then 
existing. They acted ^ in direct violation of the 
statutory directions with regard to the appropria- 
tion of charges to revenue accounts, and as their 
illegal acts have never been corrected they are 
still virtually publishing to the world that the 
cost of their unlucky speculations, the bad debts 
incurred by them, the money spent in mainten- 
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ance of their line, and their loss on account of 
worn out or missing rolling stock and other items 
of expenditure, were, and are, actually existent 
and tangible assets in the hands of the company^ 
Had these amounts been replaced out of the 
premiums received on their issues of stock, or 
charged by the company against their revenue 
accounts, as they should have been in the 
ordinary and honest course of business, the 
holders of deferred stock would have received no 
dividend whatever prior to the year 1884, and 
the investing public would not have been misled 
as to the real value of the " A " stock. 
{_ The Brighton company have throughout 
disregarded many provisions of their capital 
acts ; moneys raised under them having in many 
instances been applied to other purposes than 
those which were authorized by their acts of 
parliament. In the appendix, the professional 
accountants are shewn to have expressed an 
opinion in January, 1868, that certain sums 
representing outlay on lines which had been 
abandoned by the company were revenue 
charges. There is nothing in the company's 
acts subsequently passed, to justify these classes 
of outlay being regarded otherwise than as 
indisputable losses, chargeable to revenue 
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account. In the company's accounts to 
December, 1900, also set out in the appendix, 
sums amounting to £226,761, being the cost 
of abandoned lines, are still represented as assets, 
whereas they are clearly absolute losses, resulting 
from unsuccessful enterprises of the company. 
There is not specifically stated in the accounts 
of either of the seven other railway companies 
previously mentioned, any item bearing the 
slightest resemblance to this capital item in the 
Brighton accounts.^ 

By the compsijiy's act passed on 30th June, 
1874, the superannuation fund of the staff was 
authorized and directed to be invested on loan 
to the company, " as trustees thereof, interest 
" being allowed thereon at the rate of four per 
" centum per annum." From the date of this 
enactment, the fund has never appeared in the 
company's accounts as a loan, and the fund has 
never been invested. 

By the company's balance sheet of December, 
1900, as will be seen in the appendix, the fund 
appears as a liability of the company, with other 
sums of a similar nature, which amount in all to 
£759,049. 

The company's act passed on 28th April, 1882, 
declares, in the following words, that the stock 
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and share capital, <^ authorised and created or 
" sanctioned by the company down to 31st 
" December, 1881, was — 

" £16,980,000 
" Deduct. — ^Nominal reduction of share 
" capital on the consolidation of guaranteed 
** and preference stocks authorised by 37 and 
" 38 Vict., chap. 64, sect. 16 183,826 

" £16,796,176 " 



The company, however, in their printed 
accounts made up to December, 1882, being only 
eight months afterwards, stated their capital to 
be as under : — 

" Undivided ordinary stock 3,262,040 

«* Preferred, ditto 1,796,480 

" Deferred, ditto 1,796,480 

" Consolidated. Guaranteed Five per Cent. 

stock 1,966,860 

*' Consolidated Preference Five per Cent. 

stock 6,189,912 

" Second Consolidated Preference Five per 

Cent, stock 1,999,900 

" 17,000,672 
" Add. — ^Nominal reduction of capital, on 
" consolidation of guaranteed and preference 
" stocks 183,825 

" 17,184,497 " 
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The company in all their subsequent accounts 
after setting out the amount of their capital, in- 
stead of stating the above £183,S35 as a nominal 
reduction of capital, represent it as a capital addi- 
tion, so that the company's practice has never 
been in agreement with their Acts of Parliament. 

Reverting again to the subject of the proper and 
efficient maintenance, renewals and condiiioa of the 
working stock of the company, their chief engineer 
or locomotive superintendent, furnishes a certifi- 
cate to the following effect every half-year. 

" I hereby certify that the whole of the 
" company's plant, engines, tenders, carriages, 
" waggons, machinery, tools, and steamships, 
" together with the engines and boilers for 
" same, have been maintained during the past 
" half year in good working order and repair." 

Those accustomed to the permanent exhibition 
of rolling stock materials, standing for many 
years between Brighton and Preston Park, have 
serious doubis as to the value of such certificates. 
Indeed, if the chairman's observations at a recent 
half-yearly meeting can be relied upon, the 
certificates cannot be intended to be taken 
seriously. He stated that the directors had 
" rectified the unpunctuality of their trains and 
" were advancing with regard to the repairs and 
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" construction of rolling stock," thus admitting 
frankly that the repairs were in arrear. 

Mr. Forbes, the general manager, afterwards 

resumed this interesting theme ; for, his recent 

utterances as reported by the Press are as follows : — 

**As regards the rolling stock, the company 

' had on order twenty new trains for suburban 

' lines, nearly a hundred main line lavatory 

* carriages, lighted by electricity, and £260,000 

* worth of rolling stock, in addition to sixty new 

* engines which will cost about £200,000." 

" The company is now expending £1,500,000 
' in imi)rovements at Victoria Station, and 

* altogether we shall expend £3,000,000 in 
' widening our line, in new rolling stock, &c. 
' This will of course give us greater facilities for 
' handling all grades of traffic. In carrying out 
' these improvements we are met with almost daily 

* criticism regarding the reckless and extravagant 
' expenditure in which we are indulging." 

The company's two millions spent on rolling 
stock, as previously mentioned, is made up as 
under : — 

Between 1873 and 1882 the cost was £1,388,354 
1883 „ 1892 „ „ 103,464 

1893 ,. 1900 ., „ 606,057 



» 
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£2,097,875 
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The expenditure, so arrested temporarily in 
1883, was iregarded as having been injudiciously 
undertaken, seeing that it was not attended with 
satisfactory results . The subsequent maintenance 
of the rolling stock was neglected, as admitted by 
the chairman of the company, and the values of 
the rolling stock and other movable assets are 
now unquestionably overstated. The company's 
ofi&cials should therefore, in such circumstances 
bear in mind that during the past twenty years 
the former three millions by which they 
had increased their capital account, in- 
volved an additional drain on their revenue 
of about £150,000 per annum, whilst the 
net revenue during the same period, stated 
quinquennially^ together with the average 
dividends paid on the " A " stock, work out as 
under : — 



Period. 


Average net revenue. 


Average dividend paid 
upon the "A" Stock. 


1881-1886 
1886-1890 
1891-1896 
1896-1900 


£1,092,376 
1,239,184 
1,284,224 
1,331,929 


3-8 
6*16 
6-26 
6-25 



The reduction in the year 1901 of the dividend 
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on the A stock to 3^ per cent., the general 
decline during the past 40 years in the 
ratio of net earnings of all onr railways, 
and the inability of the Brighton Company 
to cope with its present traffic, are insufficient 
grounds, either for exultation on the part 
of the officials, ot to justify their contem- 
plated waste of money, seeing that there 
is no prospect whatever of the outlay ever 
yielding an adequate addition to their divisible 
revenue. 

The net earnings with which the Company had 
to pay the interest on all its indebtness and 
dividends in 1901 were £2,563 less than those 
of 1891. 

On the capital being so increased by 
another three millions, in order to pay even 
such reduced dividends as were paid in 1900 
the company would require a further in- 
crease in their net earnings of £150,000 
per annum. Now, seeing that the company's 
net earnings during the past eleven years 
scarcely varied in amount to any appre- 
ciable extent the prospect of maintaining 
dividends even at the reduced rates is 
almost hopeless. The net earnings for these 
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years are now set forth with the dividends paid 
npon the "A" stock 









Dividends 


ion "A" Stock. 




Net Earnings 


















Bate. 


Amount, 


For 




£ 


Per Cent. 


£ 


1891 




1,283,656 


7 


173,332 


1892 




1,306,893 


7 


173,493 


1893 




1,252,209 


H 


146,559 


1894. 




1,276.238 


6 


163,177 


1896 




1,303.228 


6 


164,209 


1896 




1,331,469 


61 


174,212 


1897 




1,350,339 


7 


182,190 


1898 




1,345,240 


61 


178,263 


1899 




1,347,816 


H 


176,333 


1900 




1,284,783 


4i 


116,077 


1901 




1,280,922 


3i 


96,491 




Total . 


... 14,361,761 







or an annual average of £1,305,616 whereas 
£1,435,933 would be required annualfy to pay 
the interest and dividends, even at the reduced 
rates. 

By the general Act of Parliament (1868) as set 
forth in the appendix under abstract " A " the 
company is bound to charge their revenue 
account with the cost of the repairs of roads, 
bridges, signals, works, stations, and buildings, 
but the company's principal asset of £24,061,103 
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in December 1900, includes many thousand 
pounds of charges of this nature, which, 
throughout the company's existence have been 
placed ^to capital account instead o^ being 
provided out of the company's revenue. This 
large item in their assets of 24 millions is 
therefore, in this and many other respects, 
fictitious. The same departure from commercial 
rectitude applies to the company's other assets to 
the extent to which they are over-stated and 
non-existent. 

It is obvious that the prime cost of the 
company's working stock, machinery, tools, and 
steamers, which have been accumulating for 
fifty-five years without sufficient provision being 
made for their deterioration, conveys no idea as 
to the current values of these assets on a proper 
stocktaking being made. 

Any person* therefore, having the least 
elementary knowledge of mercantile affairs can 
see from the above observations that, from a 
commercial point of view, the deferred ordinary 
stock of the company is of exceedingly doubtful 
intrinsic value, and that a general collapse at any 
time may be looked for. 

This chapter would be incomplete without 
some reference to the policy adopted by the 
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company towards its third class passengers, as 
contrasted with the advantages which might 
fairly have been anticipated as being virtually 
secured to them, through the guardianship and 
protection of the sturdy third class passenger 
champion of 1844. Mr. Samuel Laing rejoined 
the Brighton board in June 1867; and the first 
step taken under his guidance, as chairman, was 
that of securing an Act passed on the 13th July 
1868, which specified the passenger fares to be 
taken for the Brighton express and fast trains 
at 2|d. per mile for first class, and at 2Jd. per 
mile for second class and by ordinary trains at 
Id. per mile for the third class passenger. The 
result to-day is that first-class London and Brigh- 
ton passengers, are allowed a reduction of 3s. 2d. 
on every journey by express and fast trains to 
or from Brighton, and the second class passengers 
are allowed a reduction of 4s. 6|d. on every such 
journey, whilst the third class passenger pays, 
and has paid throughout, the maximum fare of 
4s. 2^d, for each journey, by every crawling 
train. 

If a proportionate reduction of fares thus 
accorded to the second class passenger had been 
extended to the third class passengers, they 
would have been admitted to all fast trains at 
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2s. 2d. for the single journey to and from Brigh- 
ton; the residential population of Brighton would 
have increased enormously ; and the conditions 
of congested life in London and of its housing 
problems would have been immensely relieved. 

Whilst the wealthier classes during the past 
thirty or forty years have had the benefit of 
cheap first class season tickets between London 
and Brighton no such privilege has ever been 
placed within the reach of the poor or third 
class passengers although the fares received from 
them have represented a large proportion of the 
company's revenue and have proved to be the 
very mainstay of the company's existence. 

A first class season ticket holder between 
London and Brighton, travelling by express train 
on every working day, pays Is. only for each 
journey, occupying an hour, whilst the third 
class passenger still pays the original fare of 
4s. 2^d., for his creeping journey, dating back to 
the pace of seventy years ago, and he is excluded 
from nearly every other faster train of the 
day. 

In the appendix will be found a comparative 
statement of the passenger traffic of 1871, with 
that of 1900, in which the figures of th^ first and 
second class traffic are grouped together, as one 
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class, and the followiDg results may be easily 
gleaned from its perusal. 

The proportion in numbers which the first and 
second class passengers in 1871, bore to the total 
number carried, being 24 per cent., became 
reduced in 1900 to 10 per cent., whilst the pro- 
portion of third class in 1871, being 76 per cent., 
increased in 1900 to 90 per cent. 

The receipts from first and second class 
passengers in 1871, being 58 per cent, of the 
whole, became reduced in 1900 to 26 per cent., 
whilst those of the third class, which were only 
42 per cent, in 1871, increased in 1900 to 74 per 
cent. 

The first and second class fares in 1871 
averaged 23 pence per head, whereas in 1900 the 
average was only 19 pence per head. On the 
other hand, in 1871 the third class fare averaged 

5 pence per head, but in 1900 it had increased to 

6 pence per head. 

The receipts for first and second class fares in 
1900 were £463,612, being less by £39,784 than 
those of 1871, which amounted to £503,396. The 
company carried in 1900 for the reduced income, 
675,769 more first and second class passengers 
than were carried in 1871 for the larger income 
of that year. With regard, however, to the third 

F 
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class passenger traffic, there have been since 1871 
increases of 33,716,265 in numbers, and £929,689 
in receipts. 

Had the company dealt with the first and 
second class passengers in 1900 on the same 
terms as were obtained from them in 1871 they 
would have carried only 4,658,108 passengers for 
the £463,612 which they received in 1900. The 
additional 1,075,496 passengers of the first and 
second class who were carried in 1900 may 
therefore be regarded as having been carried 
gratuitously or at a dead loss. 

This furnishes a rough means of estimating 
the aggregate loss to the company in the thirty 
years during which the 3rd class passengers, 
now contributing 90 per cent, of the gross 
receipts, have been unfairly treated; whilst the 
1st and 2nd class passengers, furnishing only the 
remaining 10 per cent., have been unnecessarily, 
favoured as above described. 

By comparing Sir John Wolfe-Barry's method 
"^ of calculating the loads of passenger carriages, 
with the Brighton traffic of 1900, the following 
results are elicited. 

The weight of the first and second class passen- 
gers and luggage carried by the Brighton company 
during the year was 479,933 tons, and that 
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of the third class was 3,026,309 tons, and the trans- 
portation of the first and second class passengers 
was effected at 19*3 shillings per ton, whilst the 
3rd class passengers paid 8*9 shillings per ton. 
If calculated on the scale fixed by the Act of 
1868 the 3rd class should have been charged with 
only 7*7 shillings per ton. 

This is only an additional proof, if any were 
needed, of the injustice to which nine out of 
every ten passengers on the Brighton line are 
exposed. The nine third class passengers, in 
these days of high pressure, enjoy the luxury 
of travelling fast, when they can secure it, as 
thoroughly as . the tenth passenger, who is far 
more exacting, and gives much more trouble to 
the company's staff. The heavy saloon and 
other first class carriages are very costly in 
construction and maintenance, and they are 
fitted luxuriously, with every appliance at hand 
for the comfort of the first class passenger, who 
frequently requires an entire compartment 
reserved for himself, and can usually secure it 
through the agency of a tip, to the discomfort 
of other first class passengers by the same train. 
The line is cleared for the first class traffic, 
all other passenger and luggage trains being 
meanwhile placed on sidings. The speed at 

f2 . 



■v*Si^ 



132 



which the heavy express trains are run, in- 
creases the working cost, as engines of greater 
power and weight are necessary for them, and the 
wear and tear of the working stock and 
permanent way are much greater; but, notwith- 
standing these serious drawbacks, all demands, 
reasonable or otherwise, of the wealthier classes 
are complied with by the company. This is 
done, not only at the company's sole cost, as the 
fast trains are frequently run at a loss, but to 
the prejudice of the third class passengers, who 
are, — whilst first class trains are running light, — 
still compelled to travel, like merchandise, at 
luggage train speed, and under the same discom- 
forts, in over crowded carriages, and under 
similar disadvantages to those which they had 
to endure thirty years ago. 

The Midland Railway on the other hand during 
the same thirty years have admitted third class 
passengers by every train and have become 
deservedly popular among such classes of society 
as avail themselves of the advantages thus secured 
to them, although probably at a temporary sacrifice 
of the company's revenue at the outset of so 
important a change. 

The late Sir James Allport, who was then 
general manager of the line, afterwards said, " If 
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^* there is one part of my public life on which I 
^' look back with more satisfaction than on any- 
" thing else, it is with reference to the boon we 
^'conferred on the 3rd class passengers. When 
-*' the rich man travels, or if he lies in bed all day 
*^ his capital remains undiminished, and perhaps 
" his income flows in all the same. But when a 
^*poor man travels, he has not only to pay his 
** fare, but to sink his capital, for his time is his 
^* capital ; and if he now consumes only five 
^* hours, instead of ten, in making a journey, he 
*• has saved five hours of time for useful labour, 
** useful to himself, to his family and to society. 
**And I think with even more pleasure of the 
"comfort in travelling we have been able to 
■*' confer upon women and children. But it took 
" five and twenty years to get it done." 

The time is probably approaching when the 
tyranny and chicanery of an entirely different 
and objectionable railway officialdom, although 
at present possessing great political influence, 
must, on a proper representation of its defects 
being fully disclosed, yield to an improved and 
more equitable system of railway government. 
A practical and conscientious management of the 
railways would inevitably result in an enlarged 
protection and advancement of the national 
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interests ; in a more just and upright treatment 
of the humbler classes of society ; and it would 
immensely increase the prosperity of the country 
and of its railways, twin subjects, which are sa 
intimately allied to each other that they must 
rise or fall together. 
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CHAPTER VII. 



Bevenne items in railway accounts. Permanent or voidable 
losses. Irregularities in capital statements. Vagne 
balance sheets. " The Times " on ancient balance sheets. 
Midland Railway practices and accounts. State sanction 
of irregularities. Criticism of railway management. 
Brighton Railway balance sheets. National rights. 
Necessity for reform in railway management and amend- 
ment of railway accounts. Remedial measures suggested. 
Comparison of English and American systems of finance. 



The reader who has followed the preceding pages, 
will easily apprehend the more prominent points 
Involved, and the problems which sometimes 
arise, in the apportionment of railway expenditure, 
and its appropriation to capital or to revenue 
accounts. It must be borne in mind that no pay- 
ments made in past years, which should have 
been charged to revenue, although evaded or 
ignored at the time, and no losses actually ascer- 
tained on sound principles, can ever by 
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any jwssibility have undergone change, or 
become extinguished, wholly or partially, 
by having been charged to capital, as they have 
in fact no relation whatever to capital. They 
still are, and must remain permanently, either 
absolute losses, or, in effect, mere representa- 
tions that visionary and immaterial substances 
are assets, whereas they have only a nominal 
existence. 

No doubt whatever can exist as to the 
facts that, all losses sustained by a company ,r 
all the cost of unsuccessful speculations^ 
all discounts paid on raising capital, over- 
statements in current values of assets, and 
all liabilities undertaken in excess of values 
received, represent only nominal assets or 
effects, which are altogether valueless ; and 
therefore they should either be eliminated 
from, or fully exposed to light, in the capital 
accounts of every public company. 

Every item of capital expenditure which 
has not produced a corresponding equivalent 
in tangible assets, is a loss, to the extent 
of the deficiency ; and no reduction in, or 
recovery of, the amount so lost can be 
effected by passing resolutions, or by any 
other irregular process ; as the absolute and 
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ascertained fact of the loss having been 
unstained, still remains notwithstanding the 
declarations of the company to the contrary; 
and the loss, so existing, can only be made 
^ood in cash, contributed as before stated, or 
derived from the profits of the company's 
legitimate operations. 

It is unreasonable to affirm that unproductive 
<2apital moneys, disbursed under parliamentary 
sanction by railway companies, should, because 
flo disbursed, be regarded, in perpetuity, as 
having yielded property of the value of the 
moneys spent ; or, that railway companies 
Bhould, in conducting their business, either be 
exempted from the observance of commercial 
rectitude, with regard to their expenditure of 
-capital, or other moneys ; or from the 
liabilities which are imposed upon other 
'Companies to conform to legal and orthodox 
rule, in all their transactions ; on the other 
hand they should be compelled to render 
such sound and businesslike accounts, as are 
universally published, by all concerns carried 
on for profit. 

As far as our illustrious State officials are 
<5oncerned, many of the subjects of their 
guardianship and solicitude, would be startled 
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on learning, that the first item of every railway 
balance sheet, which has yet been published to 
the world under State authority, during the past 
seventy years, is the deliberate expression of an 
unmitigated falsehood. The statutory words in 
which this item is framed^ — as will be seen in the 
appendix — ^are "To capital account — balance to 
credit thereof ." In arriving at each of these 
balances, every conceivable irregularity, of the 
nature before described, as having no relation 
whatever to capital, ad such, has been intro- 
duced, and has thereby received, not only the 
sanction, but, the approval of the State. 
Besides other omissions, the whole of the 
nominal additions and changes * in capital 
accounts, by conversions and reorganizations^ 
have been entirely ignored, and omitted from 
these capital balances. To make matters worse, 
the account is styled a "general" balance 
sheet. Why the word " general " was im- 
ported into the heading is mysterious enough^ 
unless the adjective is to be taken as meaning, 
in its generic sense, vague and not specific ; 
an enigmatical definition, which, for the 
reason hereafter appearing, it may probably 
have been intended to convey, at the time 
when the form of account was determined 
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upon. In point of fact, the account is 
not a balance sheet at all, nor is it even a 
very defective shadow or skeleton of one. It 
is, as before explained, only the declaration of 
^n untruth, in every instance ; coupled with a 
list of a few of the most insignificant balances, 
which appear in a company's set of subsidiary 
books of account. 

Taking the Midland accounts as an illustration, 
it will be seen, that its balance sheet, as published 
to the world, and set out in the appendix 
represents only £5,266,040, in amount whereas, 
if issued in a sufficiently explicit, and compre- 
hensive form, such as is universally adopted in 
all commercial and industrial undertakings, the 
items on each side would have amounted to 
£183,982,585, and should, according to the 
House of Lords' decision, have been so 
clearly expressed, with sufficient detail, and 
without coi^cealment, as to have conveyed, 
to an intelligent mind, the true state of the 
<jompany's afiEairs ; or, as the railway world 
invariably expresses it to be, a full and true 
statement of the financial condition of the 
<5ompany. 

21ie Times in 1848, having probably in view 
Bimilar forms of f ossilated balance sheets, to those 
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which are still issued by railways, wrote aa 
follows : — 

" The balance sheet of a railway company ha& 
" no more effect than a sheet of waste paper '^ 
** and, as it would be perfectly easy to give 
" accounts that would make everything clear ; 
" and these accounts are not given, it is naturally 
" inferred that the market would not be benefited 
" by the prospect they would indicate ; and 
'^ hence, that, although the end cannot be known,. 
'* there is a certainty, at all events, that it has not 
" yet been reached. If there is a single company 
" that is considered by its directors to have fallen 
" too low in the market, they can set the matter 
" right. There are plenty of shrewd people at 
^' this moment, notwithstanding the hardness of 
" the times, waiting with money in their 
" pockets to find investments. Give them a 
" statement such as they would require, and 
" such as any City accountant, with the 
" materials at his command, would prepare^ 
^' in a form that the simplest tradesman 
" might understand it, and forthwith they 
** will bid within a fraction of the true value 
** of the shares." 

The Midland Company's balance sheet, for 
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1900, should have been framed, either on 
similar lines to those which were suggested "as 
long ago as 1848, as above described, or some- 
what in the following form, so that it would 
clearly appear upon its surface that the capital 
accounts and liabilities of the company amounted 
to 183*98 millions, whilst its assets, if properly 
treate^, and stated at their real value, would not 
greatly exceed 100 millions. The company's 
recent unjustifiable charge to capital, of stamp 
duties, penalties and costs, which are purely 
revenue items, amounting to something like 
£120,000 as before stated, would thus have been 
exposed to public view, as the outcome 
of their own folly. The company should 
have provided for these losses out of their 
profits, instead of representing to the world 
that the £120,000 which became payable, 
forms part of the cost of construction of 
their lines. This really is no exaggerated 
picture of the' flagrant and reckless manner 
in which railways systematically disregard 
all mercantile rule, and untruly represent, 
as they do every half year, that all expenses 
which are chargeable to revenue have been 
so charged, and provided for, out of their 
profits. 
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Instead of the directors of the Midland 
Company furnishing an account, in an intelli- 
gible form, the members are thus left to work 
out for themselTes, their own balance sheet. An 
achievement of this nature, could only be 
undertaken by a very competent expert in 
accounts, after a careful study of the formidable 
details, which extend over the numerous pages 
appearing in the appendix ; and these are 
identical with the statements which the directors 
presented to the shareholders, and published to 
the world. They have been introduced, as a 
statistical curiosity of the twentieth century, and, 
as concerns the published balance sheet, as an al- 
together unique and marvellous example of the 
high-class literary ability of our State officials, and, 
as an outflow of their united wisdom, acquired 
through profound researches and experiences, 
extending over three-quarters of a century. 

The authorities at Whitehall are no doubt self- 
satisfied with this display of their skill, under a 
o<Jnviction that their railway supervision repre- 
sents a very insignificant section of their numerous 
successes in other directions, during past ages ; but, 
it certainly will not command the admiration of 
those who happen to be experts in accounts, or 
form their own opinions upon such subjects. 
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The prolongation of the existing methods in 
•which railway companies are permitted to 
conduct their business, by dividing principal 
moneys as profits and exercising no restraint as 
to their enormous expansions of capital expen- 
diture, whether productive of increased revenue 
or not ; can only eventuate in a diminution, or 
entire cessation, of dividends on their ordinary 
stocks ; and this matter is of serious moment to 
the shareholders, who presumably carry on their 
business for profit. They should however 
remember that their railways still exist as 
national institutions, and that the public interests 
are not sufficiently protected by their methods of 
conducting business, or by their neglect of the 
parliamentary provisions which were designed 
for their mutual benefit. The railway influence 
in Parliament already preponderates enormously, 
and may almost be regarded as supreme. Any 
attempt, on the part of outsiders, to expose 
irregularities or abuses in railway management, 
to criticise the values of their property, or 
disturb existing interests, for the benefit of the 
people, is never welcomed by shareholders, or 
Members of either House. But, notwithstanding 
these discouragements, the matters are of great 
national importance, and should, in the public in- 
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terest, be fully exposed to vie^, under the clearest 
possible light, so as to strengthen the armament of 
any champion of the people who may happen to 
turn up at any stage in the national history. 

The objectionable complications in railway 
accounts, incident to the stock duplication craze, 
fortunately have not to be encountered in t^j^fi 
balance sheets of those railways whose capital 
accounts have undergone no disturbance, other- 
wise than by the more rational, although more 
dangerous, course of splitting. This will be seen 
by the perusal of an amplified balance sheet of the 
Brighton Company, which is now set forth, for 
comparison with their published balance sheet 
appearing on page 256 of the appendix. In the 
following balance sheet, so amplified, no attempt 
is made, either to deal with the equivocal additions 
to, or reductions in, the company's capital, or, with 
those assets of the company which are unquestion- 
ably nominal only, as the result of their irregul- 
arities in the past, and their present overstatement 
of assets. These matters in question, which still 
«xist, on the lowest computation cannot re- 
present less than £1,500,000, being actually 
ascertained losses, which the company has 
sustained ; a fact which is ignored altogether in 
the calculations of the market. 
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Professor Hadley, the eminent railway critic, 
in his work on railroad transportation, when 
dealing with the subject of railway accounts and 
speculation in 1886, states that, "to the com- 
" munity the present crisis is a lesson on the 
^' folly of reckless investment. Over-production, 
^' of which we hear so much, is a small matter 
" compared with this. Mere over-production can 
*' be remedied in a few months. Over-invest- 
" ment means lasting over-production till the 
^* investment is worn out, or till the business of 
^* the country slowly grows up to a higher point. 
** Our present crisis is directly connected with 

ill-judged over - investment. The folly of 

investors provoked it ; the inclination of 
*' managers favoured it ; the knavery of rings 
^* was able to make a profit of it. 

" Under the stress of this experience a great 
^' many favour limitation of railway construction. 
" Whether this can ever be effectively carried 
^* out is more than questionable. That it would 

be desirable in many cases, there can be no 
' doubt. But it is not easy to introduce a 

principle so foreign to the general tendency of 
" our laws ; and it may be questioned whether 
*' any advantages gained at one point would not 
^' be dearly purchased at another. The whole 
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" matter will have to be settled on practical 
" grounds and it is not easy to predict which 
" way the balance will incline. Of this there 
" can be no doubt ; that it is desirable to 
" limit the facilities for constructing rail- 
" roads with other people's money. Yet even 
" here the practical enforcement of any law 
'* is more difficult than would at first sight 
" appear." 

" To individuals, whatever else the present 
" crisis may teach, it teaches : 1. That the evils 
" of speculation are not avoided, by avoiding 
" its first and most obvious forms. 2. That 
" when large quantities of capital are seeking 
" investment, it may be as unsafe to try to 
" avoid a reduction of rates of interest as it is 
" at other times to take risks to secure an 
" advance. 3. That investors are under obligationa 
" to themselves and to the community to make 
" sure that their property is not managed for 
" other interests than their own. The interests 
" of the investor are the permanent interests of 
" the property ; those of the directors are often 
** temporary, and sometimes purely personal 
" ones. The two may readily conflict. If the 
" permanent interests are sacrificed, it must 
" result in ruin to the investors, and may result 
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** in commercial distress for the whole com- 
" munity." 

"It is in this connection that the study of 
*^ railroad accounts assumes its public importance. 
" The fact that so few among the many owners 
" of a railroad have any direct share in the 
" management, makes it all the more important^ 
" that its published accounts should present a 
" true view of its financial condition. They are 
" too often arranged to conceal the truth instead 
" of presenting it." 

Land transport is a commodity of absolute 
necessity, and in universal demand, and its 
monopoly has throughout been entrusted by 
the legislature to the railways ; parliamentary 
powers being granted to them on the distinct 
understanding that material benefit should accrue 
to the nation from these concessions. As we 
have seen, the national right to purchase the 
lines, still exists ; besides which a participation 
in the companies' profits is also intended to be 
secured to the people by the Act of 1844 ; so that 
the companies obligations to the public service, 
conflict with their disinclination to reduce the 
rates of transport when their net revenue exceeds 
the stipulated limit. Whether the State authori- 
ties look after these national interests or not, the 
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public undoubtedly have a right to information 
on the various matters. They are also entitled to 
the supply of clear and proper accounts from the 
railways, and the right to overhaul these accounts, 
in order to ascertain what the net earnings of the 
various companies really amount to, and whether 
the dividends are paid out of capital or revenue. 

As previously stated a large proportion of the 
railway ordinary share capital in 1900 yielded no 
-dividend whatever ; and, if the net revenue of 
the companies, is at any future period, con- 
siderably less than the rate at which the nation 
can borrow money, the exercise by the nation of 
its option to purchase the railways will demand 
serious consideration ; so that, if any benefit 
would accrue from any such operation, it might 
be secured, in the national interest. 

It is by no means clear at present, whether the 
rates on state-owned railroads, or private rail- 
roads, are more favourable to the public ; but, it 
is highly desirable, on public grounds, that the 
most reliable information, on all these important 
matters, should be in the possession of the nation, 
for future guidance. 

The serious disclosures before mentioned, as to 
the methods in which the Midland, the Brighton, 
and other railway companies keep their accounts^ 
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abundantly prove the necessity for reformation 
in their systems of conducting business, 
and furnishing accounts ; not only because 
the railways are national institutions in 
which all are interested, but for the purpose 
of protecting the interests of the shareholders 
who are principally to blame in these 
matters. 

The remedial measures necessary to effect theso 
desirable objects lie within a narrow compass, 
and are based upon one fundamental principle,, 
upon which no dissentient affirmation has yet 
been published. Perfect unanimity exists on the 
point that improper secrecy is maintained in 
railway accounts ; that no concealment whatever 
should exist ; and that every railway should be 
compelled to publish, half yearly, a balance sheet 
prepared on strictly commercial lines ; which, in 
the language of " The Times " of 1848, would not 
be regarded as waste paper, but would be pre- 
pared in such form as the simplest tradesman 
could understand, and such as would enable him 
to form his own opinion as to the true value of 
the company's stock. 

Every one, outside the sphere of the Board of 
Trade, would regard these requirements as reason- 
able, and such as may properly be insisted upon,. 
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in the interests of the general public, and all con- 
cerned in railroads. 

The method of compliance with this demand is 
«asy of accomplishment, following the Buckley 
capital-loss illustration before referred to. Against 
the company's capital and liabilities, in the 
balance sheet the fixed assets existing, at cost 
with incidentals, would appear ; then the mov- 
able assets at their current values, and the 
extinguished or nominal assets. The result of the 
current expenditure and earnings would appear, 
either as loss or net divisible revenue, according 
to circumstances. 

The balance sheet would (1) treat the share 
capital as a debt owing by the Company, and (2) 
fully specify the debenture debts and liabilities. 
(3) premiums on new issues, (4) the cost of 
and incident to the construction of the lines, 
(5) the movable assets at current values, (6, 7) 
the nominal assets and liabilities, (8) capital 
expenditure not represented by assets and (9) 
the balance either of net divisible revenue or loss 
on working. 

The present stock-taking valuations of railways 
are chiefly limited to the quantities of cotton 
waste, tallow, oils, fuel, and construction and 
working materials which are in hand ; but 
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every other industrial, manufacturing and com- 
mercial concern, declares the estimated current 
values of all its assets and working stocks. 
Railway officials, in similar manner, should pre- 
pare complete specifications of their working 
stocks, steamers etc., and also verify the exist- 
ence, and the estimated value, of each specified 
item, at every stock-taking period of the year ; 
and the auditors should critically and minutely 
examine every item in these specifications, and 
certify that they have satisfied themselves as to 
the accuracy of the details in every respect. 
Although not responsible for the values placed on 
all the various items in stock-taking, they should, 
not only be prepared to justify their certificate^ 
but, be able to prove at any time thereafter, that 
they had exercised reasonable care and discretion 
in passing the values stated in the stock-taking 
sheets. 

The real cash capital of the Midland Company^ 
and that of the Brighton Company, stand in the 
proportions of four to one, and the length of lines 
owned and worked by the same companies 
represent similar proportions. The published 
revenue accounts (No. 9) of these companies 
shew, that in twenty years the law costs of the 
Midland amounted to £253,700, or £126 per mile^ 
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whereas those of the Brighton were £157,301, or 
£323 per mile. The parliamentary charges of the 
Midland amomited to £87,799, or £43 per mile, 
and the Brighton accounts shew £54,107, or £111 
per mile. All these revenue payments amount 
to £552,907, and in the half-yearly accounts 
of this expenditure, the disbursements of 
the corresponding half of the previous year 
are shewn, for comparison with each 
other. 

In the capital expenditure accounts of these 
two companies, for the same period of twenty 
years, no less a sum than £634,487 is included, as 
having also been paid for law and parliamentary 
charges, but no references or facilities are 
furnished for comparison with the capital expend- 
iture, for these purposes, which appear in the 
accounts of the corresponding previous half- 
years. 

The proportion of the Midland Company of this 
<}apital expenditure of £634,487 for law and 
parliamentary charges is £497,736, or £248 per 
mile, and that of the Brighton is £133,751, or 
£274 per mile. In every instance, it will be seen 
that the comparison of these figures, works out to 
the disparagement of the management of the 
Brighton Company, regard being paid to the 
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relative capital and working mileage of the two 
companies. 

Deducting the costs incurred as to the acquisi- 
tion of lands purchased by the railways, and 
the strict parliamentary costs which are properly 
chargeable to capital account, the remaining 
portion of the £634,487 so charged to capital,, 
after the manner of the Midland £120,000 which 
will probably be imitated by other companies, — 
should have been borne by revenue. 

On an analysis being undertaken of the lavish 
capital expenditure of all the railways under the 
above and other headings, against which no assets 
now exist, a marvellous revelation as to the real 
capital value of railway ordinary stocks would be 
exposed. In the event of the details being^ 
clearly expressed in subsequent half-yearly 
accounts — in intelligible language and without 
concealment — sl wholesome effect on the railway 
market would result, as it would tend to check 
rank speculation in deferred stocks, and prove^ 
advantageous to the investors in other stocks. 
It would also render unnecessary the hourly com^ 
parisions of the gallons of rainfall and moments 
of sunshine, on the corresponding week days, 
and during the bank holiday and race meeting 
seasons of previous years, thus affording relief 
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from such arduons toil in these respects, as the 
market and financial press would probably 
appreciate. 

The systematic gambler in deferred stocks is 
probably the only person who attaches any 
serious importance to periodical announcements 
of comparative railway traffics, as indicative of the 
intrinsic values of ordinary stocks. The spasmodic 
utterances and erratic operations of dealers, are 
at times based only upon the traffic of a single 
week, and their problematical estimates of im- 
provements or shrinkage in accruing dividends 
on ordinary stocks, founded on current half 
yearly workings, are sometimes illusive ; but 
still, they frequently influence market prices. 

The level-headed holder of ordinary stock how- 
ever disregards the feverish excitements of the 
passing hour and forms his own judgment and 
estimates of values upon his knowledge as 
to the past management of those railways in 
which he is concerned. 

An article furnishing instructive and most 
interesting lessons and information on railway 
matters, recently appeared in " The Times," from 
the pen of one who is stated to be a railway 
official, and a competent critic, widely known in 
the railway world. The writer unhesitatingly 
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declares, that the process of relieving the revenue 
accountB of English railways, at the expense of 
capital, has existed for many years ; and that it 
has now become a chronic necessity, and in fact 
a disease, although originating only as a temporary 
expedient, with a view to the companies paying 
larger dividends than were really earned. The 
illustrations and evidence adduced by him, 
furnish abundant proof that the English railways 
could not possibly have declared the dividends 
which were paid in recent years, if they had 
dealt properly with their revenue accounts, and 
charged them with such outlay on their bridges, 
stations, and other buildings, and on their per- 
manent way and rolling stock, as was essential, 
in order to maintain and keep them up to that 
high standard of efficiency which is necessary for 
safe and economical working. In other words 
the bulk of our railway accounts are declared to 
have been for many years improperly prepared 
and published, and it may be assumed that these 
serious irregularities must have occurred through- 
out, to the knowledge of those having charge of 
the accounts. Investors therefore have been 
systematically victimized, and they have suffered 
loss, through placing their moneys in ordinary 
stocks in reliance upon the accuracy of accounts, 
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which are now clearly proved to have been 
fictitious and misleading. There is no other 
possible aspect in which the actual state of facts 
can be regarded by practical men of business, or 
such of them as happen to be experts in accounts. 
The writer states that the cost and equipment 
of the Delaware, Lackawanna, and Western 
Railroad Company, amounted to £23,514,487, and 
that during the year 1901 the company spent 
£660,851 on the construction of new works and 
improvements and for the maintenance of their 
permanent way and structures, and that the whole 
of this expense was charged to the revenue 
account of the company for the year. The details 
of this huge expenditure are set forth as 
under : — 

For new steel bridges erected £201,461 

Other new bridges 51,969 

Interlocking and signalling apparatus 24,341 

Sundry sidings yards and track 66,867 

New depots, [reight houses, &c 22,160 

Water and fuel stations 19,04a 

New turntables, round-hou8es,pits,engine houses,&c. 16,934 

Improvements in buildings, new buildings, yards 
and sidings 45,481 

Maintenance of permanent way and structures ... 213,610 

£660,861 
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There was also a large expenditure during 
1901 for the provision of heavy rolling stock, 
including 79 new engines, the total cost of 
which equipments was also paid out of 
revenue. 

It is almost needless to state, that no similar 
record of expenditure out of revenue has ever yet 
existed throughout the history of the whole of 
our English railway companies ; and the details 
contrast strangely with the treatment of 
capital and revenue items by the Midland 
and Brighton companies, as set forth in these 
pages. 

In comparing the policy pursued by the Lack- 
awanna company with the English methods of 
management the article concludes in the follow- 
ing words which are thoroughly sound and 
worthy of being recorded for careful consideration 
not only by such persons as have knowledge of, 
or are connected with, railway management or 
accounts ; but by those among us who take an 
acute or consuming interest in our national 
institutions and affairs and the dangers which 
surround the nation at the present time. 

" The Times " quotations af&rm that the 
writer's "extract from President Truesdale's 
" report throw a strong sidelight on the 
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"policy of the Lackawanna Company and 
« incidentally upon American railway manage- 
" ment, and indicate such a reversal of British 
" procedure as almost to make many of the 
" utterances appear in the nature of heresies to 
" the British railway magnate. All unconciously 
'* Mr. Truesdale makes a strong impeachment of 
*< British management. How many British lines, 
for example, could follow such a course as the 
Lackawanna Company and continue to pay 
anything like the dividends they have been 
" declaring for years, or how many could pay 
" any dividend upon their present capital ? 
" The situation is all the more serious from the 
" fact that it has crystallized into a recognized 
" practice of British boards of directors to place 
" everything that can be characterized as 
" extraordinary expenditure into the capital 
account, as well as a great deal that cannot, 
even under the most liberal interpretation, be 
so classified. This has been in vogue for 30, 
" nearly 40 years — ever since the prevailing 
" forms of railway accounts were prescribed, 
" which gave an apparent invitation and colour- 
" able sanction to the prevailing procedure. 
" Financial demoralization has been and is 
" rampant, as will be apparent to any one who 
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'^ takes the trouble to make a direct analysis 
" of the accounts of any railway company, or 
" who makes a comparative analysis of a group 
" of companies, for a brief period of years. It 
" will be found that each undertaking follows an 
" opportunist rather than a well-defined straight- 
" forward rule in respect of revenue and capital 
^^ charges, that the increase of capital has 
" frequently not even the apparent excuse of 
" increase of revenue, that the former is quite 
" disproportionate to the latter, and that, in fact, 
*' increase of capital and increase of revenue 
" have a very remote connexion. 

" It is not too much to say that the policy 
" pursued is a profligate one, and it is manifest 
" that while such a policy prevails there can be 
" no such economies brought about as Mr. Trues- 
" dale refers to, the incentive to such economies 
" being wholly wanting ; and the end must be 
" that the railways of the United Kingdom will 
" go further and further behind the times in 
'* economical equipment and up-to-date trans- 
" portation methods, in addition to being 

handicapped with a rapidly accumulating 
** capital debt, to gain any return upon which, it 
" will be necessary to charge unreasonable rates 
" and fares, instead of continually reducing 
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" charges as in the United States. And therein 
" lies the menace to the industrial vitality of the 
" nation and its ability to maintain its pre-» 
'* eminence in the world's markets. There is 
" danger ahead for the railways, but a graver 
" and immediate danger confronts the country at 
" large." 

Attention is also directed by " The Times " to 
the allegation of their correspondent, that the 
North Eastern Railway being one of the most 
prosperous and best managed English railways, 
had recently paid a six per cent, dividend on 
their ordinary stock which would have been 
absolutely wiped out, if the principles, univer- 
sally observed in the management of every 
American railway, had been followed by the rail- 
way in question. No champion of English rail- 
ways appeared in the lists evincing sufficient 
ability to defend or justify the course adopted by 
the North Eastern Company, or to exonerate 
them from the charge of alleged impropriety 
which had been imputed to them, although 
several harmless feints and thrusts at the solid 
armour of " The Times " correspondent were 
attempted. Far more unanswerable matter ap- 
peared in the press, condemnatory of the financial 
ond general management of English railways 
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and in approbation of American methods. The 
holders of English railway ordinary stocks should 
therefore now give heed to these matters, seeing 
they have allowed so many years to pass, in 
ignorance of the unsoundness of the financial 
policy adopted by them, and of the false position 
in which they have thereby become involved. 
They should bear in mind, that they are still 
continuing to drift listlessly towards the fatal 
point at which their dividends may vanish, and 
their stock become worthless. All ordinary 
stockholders should attentively study " The 
Times " leader on this unpleasant subject, and it 
is therefore set forth here for their consideration. 
" An article which we print this morning from 
" the pen of a writer who, having begun his rail- 
" way career in this country, has attained an im- 
" portant position on the wider stage of the United 
" States raises a very serious question in railway 
" economics. Broadly, he throws doubt on the 
" solvency — we might almost say he proclaims the 
" insolvency — of English railways as a whole; and 
" the English public have invested in English 
" railways a capital about twice the whole Na- 
" tional Debt. Our Correspondent's figures and 
'^ statements deserve at least to be studied in full, 
" not only by railway managers and directors, but 
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** by railway shareholders, and we shall not 
" attempt to abstract them. He has taken the 
" accounts of an old-established, prosperous con- 
" servatively managed American railroad, with a 
" large and valuable coal traffic, the Delaware 
" Lackawanna, and Western, and comparing them 
" with a very similar English railway, the North- 
" Eastern, he declares as a result of the com- 
" parison, that, if the North-Eastem had charged 
" to revenue all the expenditure that the Lack- 
" awanna — * a railway managed on ordinary 
" business principles ' — did so charge, the North- 
" Eastern 6 per cent, dividend for the period under 
" review would have been absolutely wiped ou\^ 
** Now the North-Eastem is, as every one knows, 
" no * wild cat ' line. It has seventy years of even 
" prosperity and honest management behind it. 
" And yet our experienced Correspondent 
" deliberately asserts that on the North-Eastem 
*' financial demoralization has been and is ram- 
** pant, and that the policy pursued is a profligate 
^* one. 

" On the assumption — ^an assumption as to 
** which we shall have a word to say presently — 
" that English railways ought to be managed on 
" what our Correspondent describes as * ordinary 
" business principles, ' he certainly supports his 
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^' startling assertion with strong arguments. He 
" affirms that in the period which he reviews the 
" North-Eastern paid its dividend only by charg- 
** ing to capital £380,000 for improvements to 
^' already existing lines, and that the Lackawanna 
" paid its dividend only after it had debited to 
-*' net revenue £430,000 for extraordinary better- 
ments of its property. That the Lackawanna 
typifies ordinary American railway practice is 
^' undeniable, as has been pointed out in * The 
** Times ' more than once. It can hardly be 
^* doubted that it typifies ordinary English busi- 
*^ ness practice also. The management of an 
^' ordinary business assumes that it is not sufficient 
^* to maintain the buildings and plant in condition 
^* out of revenue. Sooner or later, plant, even if 
** maintained in first-rate condition, must become 
" useless, either because it is superseded by newer 
" inventions, or because it is by change in 
^* demand, made wholly superfluous. There 
" must, therefore, be in some shape or form a sub- 
" stantial reserve, or the company is likely some 
^* day to get into the Bankruptcy Court. Our 
" English railway companies have, our Corre- 
^' spondent asserts, broadly speaking, no reserve j 
** they maintain their property, but do not sup- 
^* plement or improve it, out of revenue. Now 
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" a policy of this kind, though, if continued 
" indefinitely, it must ultimately lead at least to 
" the extinction of dividends on the ordinary 
" stock, may of course be perfectly honest. A- 
" mine is usually worked for all it is worth during^ 
" its life, which may be only fifteen or twenty 
" years, and the shareholders are left to form their 
" own sinking funds or not as they think fit. The 
^' English canal companies were financed in the 
" same way. They divided seventy years ago the 
" fattest of fat dividends, and, when the railway 
" era came, they had no reserved with which to 
" improve their machinery to face the new com- 
" petition. The public refused to find them new 
" capital for the purpose, and the old capital was 
" simply, in many cases, wiped out. A policy of 
" this kind, if adopted deliberately, and with the 
" knowledge and concurrance of the shareholders 
" may be good or bad ; but if it is adopted by an 
" English railway, the ordinary shareholder in 
" all probability, is quite unconscious of the fact. 
" Shareholders in tramway companies, which 
'* on the face of their concessions had only 
*' a twenty-one years' lease, were unpleasantly 
".surprised, not many years back, when their 
" leases and their dividends suddenly came to an 
" end, with but scant repayment of the capital 
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they had invested ; and it is certain that the 
ordinary shareholder in the North-Eastem or 
" the North-Westem would be startled at being 
*^ told that the stock which he had bought on a 3^ 
per cent, basis was only a terminable annuity an 
annuity, moreover, which has recently shown 
*' some signs, if not of terminating, at least of 
^* being permanently reduced with considerable 
^' abruptness. There is another point to be 
" noticed. The end of the life of a mine affects 
** only the staff and the shareholders ; for a min- 
" ing company cannot raise the price of its gold 
^' because the mine is getting worked out and the 
*' production of ore, consequently, becoming more 
" costly. But a railway management, confronted 
^* with a body of shareholders angrily demanding 
*' back their old dividends, could hardly be ex- 
^' pected to refrain from increasing rates and cur- 
tailing facilites ; and, if English trade is to hold 
its own in the world's markets, English traders 
*' must have not only a maintenance of the * status 
" quo,' but lower rates and better facilities. We 
■*^ think, therefore that our Correspondent's 
^' article raises a subject of deep importance to 
" the welfare of the country, and we commend 
" it to the most serious consideration of the 
^* public." 
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The " Daily Mail " too, in calling attention to 
the doubt' thus cast on the solvency of English 
railways, and also to the general impeachment 
of their management, published certain opinions 
and views recently expressed by Mr. W. M. 
Acworth, one of the most distinguished authori- 
ties on English railways. Mr. Acworth states 
that " an American railway — one as honestly 
" and soberly managed as an ordinary English 
" railway — when it has ascertained precisely 
" where the line between capital expenditure 
" and revenue should be drawn, then deliberately 
" takes from revenue a large sum — on the Penn- 
" sylvania it has been well over a million 
" sterling on the average for a number of years — 
" and devotes it, not to dividend, but to ex- 
" penditure for capital purposes." Mr. Acworth 
continues, "so far as I know, no English 
" company charges to revenue account, additions 
" to its existing rolling stock." 

"In America conservative railway companies 
" charge the whole of equipment to revenue. 
" Of course," added Mr. Acworth, " I would not 
" say that, at a time of a sudden rush of traffic, 
" an American company ordering 100 engines 
" in a batch would necessarily charge them all 
" straight off to revenue, but they would probably 
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^* pay for them out of revenue within a very few 
•' years." 

At the time when the directors of the Penn- 
sylvania railroad commenced applying to capital 
improvements, the considerable portions of their 
net revenue referred to by Mr. Acworth, they 
had to encounter a very strenuous and organized 
agitation on the part of their shareholders, for 
increased dividends being paid to them. Mr. Ac- 
worth, however, cited an instance in which an 
English board of directors, under similar circum- 
stances, adopted quite a contrary policy ; for he 
states " I was once told by a director of one of 
*'' our great companies that his board considered 
*' themselves bound by a pledge made to the 
^* shareholders many years ago that they should 
*^ have as dividend everything that was honestly 
^* earned as profit." Mr. Acworth declined to 
express an opinion as to the rival merits of the 
American and English systems of railway finance 
with regard to the building up of reserve. 
*^ But " said he, " I will give an illustration of 
^* how things are done in America. The Penn- 
^' sylvania for years only paid 5 per cent., 
" although it had been earning 6 or 7 even in 
** the worst times, and last year probably 16 per 
^* cent. They hesitated long before they in- 
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" creased their 5 per cent, dividend. A year or 
'* two ago they gave a bonus of 1 per cent., and 
" it was only after they had done that for two 
*' years, and their position became absurdly 
" strong, that they practically made their divi- 
" dend permanent at the rate of 6 per cent. All 
" this time their surplus earnings over the 5 or 6 
" per cent, have been * put back into the business * 
** as the phrase goes, and there is now a reserve 
'* of a million sterling. 

^^ It is just as if two partners in a commercial 
" firm agreed not to draw, say, more than £1,000 
" a year out of the surplus profits — ^which pro- 
" bably reach several thousands in good years — 
" leaving the balance in the business. They only 
'* increase their drawings when they feel certain 
** that they have built up a reserve capital strong 
'* enough to meet any possible bad times. That 
*' to my mind is sound business, 

"It is obvious." continued Mr. Acworth^ 
•' that the English railways have not * put 
" by for a rainy day ' to any serious extent. 
" The last balance sheet of the Penn- 
" slyvania showed a credit to profit and loss 
" of nearly £5,000,000, the addition in 1901 alone 
" having been £360,000. But no English com- 
" pany shows anything of the nature of undivided 
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" profits, and the balances carried forward from 
** one half-year to another are, I believe, never 
*' more than £100,000." 

Mr. Acworth in conclusion said that " a state- 
** ment published within the last few days by the 
^* Southern Pacific — a company with 10,000 miles 
" of line, which has never yet paid a dividend— 
" shows that last year their net revenue would 
** have been sufficient to pay 9 per cent., and 
" the year before 7 per cent." 

According to the General Report of the Board 
of Trade, issued on the 8th Aug. 1901, the length 
of British railways open for traffic at the end of 
1900 was 21,855 miles ; and, by the report of the 
Inter-State Commerce Commission, presented to 
the United States Senate and House of Repre- 
sentatives on the 17th January last, it appears 
that, on the 30th June, 1900, the total single- 
track mileage in the United States was 193,345 
miles, an increase during the year of 4,051 miles 
being shewn. This is stated to be a greater in- 
crease than that for any year since 1893. The 
aggregate length of railway mileage for which 
operations were reported, including tracks of all 
kinds, was 258,784 miles. 

The capital moneys actually invested in British 
railways on 31 December 1900, amounted to 
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989-2 millions, made up of 366-2 millions ordi- 
nary stock, 356-7 millions guaranteed and pre- 
ference stock, and 266-3 millions loan and deben- 
ture stock. No dividends were paid on 95-52 
millions of the ordinary, guaranteed, and prefe- 
rence stocks, which amount represented 13*21 per 
cent, of the whole of these stocks ; nor was any 
dividend paid upon '43 million of the loan and 
debenture stocks, which was -16 per cent, of their 
amount. 

By the report of the Inter-state Commerce Com- 
mission — calculating for comparison the dollar at 
4s. — the capital of the United States railways^ 
outstanding on the 30th June, 1900, was 2,298-20 
million pounds sterling, of which amount there 
was, on the same date, something like 1,067 
millions dealt in on the London Stock Exchange. 

The United States railway capital of 2,298*20^ 
millions, is partially made up of 904-45 millions 
capital stock, and 264-65 millions preferred stocky 
these two sums making together 1,16911 millions^ 
of which 635-32 millions received no dividend^ 
and this sum represented 54-34 per cent, of the 
entire amount of these two classes of stock. 

The remainder of the capital stock of 2,298-20 
millions, consisted of 980*12 millions of mortgage 
bonds ; 92.99 millions of miscellaneous obliga- 
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tions ; 43*90 millions of income bonds ; and 12'06 
millions of equipment trast obligations; the 
whole of which four latter stocks make together 
1,129'09 millions, and of these the holders of 
75*78 millions received no dividend. 

From a perusal of these figures, it will be seen 
that the Lackawanna is clearly in a far more 
prosperous condition than many of the other 
United States railways ; and it may have been 
somewhat unfair to contrast its methods of 
finance with those of even the best conducted 
line in the United Kingdom. The question, 
however, of the proper maintenance and renewals 
of the fixed and movable assets of English 
railways, having been prominently brought 
forward in the press, it is hoped that this impor- 
tant matter may now receive the attention which 
it instantly demands, in the national interest. 

The Lackawanna Railway, in working 948 
miles, according to one of the writers, paid out 
of revenue, in one year, for the maintenance of 
their permanent way, &c., £862,303, being at the 
rate of £909 per worked mile for the year. 

The eight English railways mentioned on 
page 89 of this work according to the Board of 
Trade returns for 1900, made corresponding pay- 
ments out of revenue for the year, amounting to 



174 



£3,226,917, in respect of the working of their 
13,486 miles ; which sum represented only £246 
for the year, or 13s. 6(i. daily, for each worked 
mile. This was obviously an inadequate provi- 
sion for the maintenance of the permanent way 
of these railways, with their numerous stations, 
workshops, buildings, bridges, tunnels, cuttings, 
and viaducts. 

The same writer stated that the rolling stock of 
the Lackawanna, having cost £1,622,840, had a 
total sum of £794,021 spent, out of revenue, on 
ito years maintenance and renewals, being at the 
rate of 49 per cent, on its prime cost. 

The rolling stock of the eight English com- 
panies stood in their books for 1900 at 71*69 mil- 
lions ; and the maintenance and renewal charges 
for 1900 provided out of revenue according to the 
Board of Trade Returns, amounted to £6,479,725, 
being only 9 per cent, for the year on the prime 
cost. This was certainly not a sufficient per cent- 
age to set aside or disburse for deterioration and 
maintenance and renewals of the rolling stock 
and movable effects of any average railway ; so 
that these eight English railways, working up- 
wards of 4/7ths of the entire length of railways 
in the United Kingdom, assuredly do not comply 
with the statutory regulations in these respects. 
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CHA.PTER VIII. 

The duties of the Legislature as to preventable accidents. 
American and English railway servants. Automatic 
couplings — English methods and American management. 
Statistical and beneficent advantages of automatic 
coupling. 

There is a general rnle established by the 
British legislature, that, "when a trade is pro- 
nonnced to be dangerous, it should be placed, 
more or less, under State regulation, and it seems 
to be well establised by many precedents, that it 
is the duty of the State to interfere with, and to 
regulate, the carrying on of trades and employ- 
ment of processeSj that are regarded as dangerous. 
No doubt can exist as to the fact, that the 
conditions of the work of the railway shunter 
entail dangers to life and limb, which far exceed 
the risks involved in any other calling exercised 
in England ; and these dangers are, as is alleged 
on every hand, even greater than those which the 
soldier has to face, when engaged on active service. 
Having regard to the additional fact, that these 
dangers are for the naost part preventable, the 
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neglect of our railway operatives by the State, is 
all the more culpable and startling; and it is 
probably the most glaring instance of injustice to 
a very deserving class of men, that can be cited 
against the Authorities. There also exists the 
long established fact, that anything which can 
be invented for use on railway waggons so as 
to obviate the necessity of the servants going 
between them would be of great advantage, not 
only to the railway companies, but to the servants 
generally ; and the most desirable object to be 
attained by an alteration in the present system 
of coupling is to prevent railway servants from 
ever passing between the waggons. 

It is in this connection that probably no clearer 
proof of the inferiority of our Governmental 
and railway administration to that of the 
American, becomes apparent. By comparing the 
official returns of the two nations as to the 
calamities arising through coupling and un- 
coupling operations, and dating the comparison 
from the year 1893 when the Safety Appliances 
Act was passed in the United States Congress, it 
is clearly shewn that in England the coupling 
and uncoupling casualties have increased in 
number since 1893, whilst in the United States 
they have been reduced during the same period 
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to considerably less than one quarter of their 
former dimensions. The returns state that, in 
England one in every 169 of the shunters is now 
killed annually and one in every thirteen is 
injured ; whilst the United States returns shew 
that one only in every 837 of their servants is 
killed annually, and one only in every 65 is injured. 
The beneficial results which have thus accrued 
in America are mainly due to the introduction of 
automatic couplers ; but these couplers have not 
yet reached anything approaching to a state of 
perfection in the United States ; as, according to 
the last annual returns just published, there were 
in 1901 no fewer than 18,463 reported cases of 
failures and defects in their automatic couplers. 

The chief merit of the automatic coupler is that 
it acts without any manual assistance or super- 
vision by the workman. Dependence therefore 
has to be placed alone, upon the certain true 
action of the machinery of the coupling. In the 
first place, there must be no chance of the two 
portions of the coupling not acting in unison ; 
and, secondly, the coupling, when effected, ought 
to be so complete and strong, and yet pliable, that 
there shall be no risk incurred either of " break- 
aways," or of the trains being twisted, when 
passing over curves, and so leaving the line. 
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Whilst the application of automatic couplings 
to railway waggons is most desirable, any 
possible obligation to apply such couplings, 
should be preceded by investigations and experi- 
ments. The fullest practical tests and trials 
should be made, in order to ascertain the certainty 
and completeness of the action of any automatic 
coupling which may be proposed to be com- 
pulsorily employed. 

The trials should be made with full-sized 
couplings on waggons in use, and should be 
tested by using the coupling on heavy trains 
in motion at various speeds on lines of railway, 
and in shunting yards where sharp curves exist. 

Whilst the act of coupling may be auto- 
matic, the uncoupling must, in order to be quite 
safe, be effected by manual agency ; so that if 
an automatic coupling be applied to railway 
waggons, the action of uncoupling must be 
effected by mechanical means, in order to relieve 
the men from passing between the waggons. 

The employment of automatic couplings was 
suggested in 1874, and the practice of coupling 
and uncoupling waggons fitted in the usual 
manner, was effected afterwards by means of 
a shunting pole, which came into almost 
universal use about the year 1886. 
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This shunting pole probably lessened the risks, 
but it is still an imperfect means of coupling and 
uncoupling, as it can be used only with loose 
link couplings, whereas with stiff couplings, the 
men must pass between the waggons, so that the 
risks to life and limb have not been materially 
lessened by the use of the shunting pole. 

Various exhibitions of patented couplings were 
undertaken during the years 1882 and 1886, but 
with no practical result. These exhibitions were 
held at Darlington in 1883, and at Nine Elms 
and Derby in 1886. 

Formerly the waggons employed in the 
mineral and goods traffic of railways, were 
made with solid or " dead " buffers. The spring 
buffers were after a time introduced, and con- 
stituted a great improvement, their use lessening 
to some extent the gravity of accidents. The 
evil effects of the dead buffers, especially upon 
the railway traffic and rolling stock, were so 
clearly recognized by the railway companies, 
that in 1889 a resolution' was passed by the 
associated companies resolving that no waggon 
having dead buffers built after that date should 
be received on the line of any company, and by 
this resolution the owners of such waggons, 
— who were for the most part private persons 
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or bodies other than railway companies, — are 
bound. 

Sir Michael Hicks Beach, President of the 
Board of Trade, in the Session of 1889 introduced 
a bill into the House of Commons, by which 
power was sought to be obtained for the Board 
of Trade to make regulations as to the method 
to be employed for coupling waggons ; but the 
clause conferring this power was not proceeded 
with. 

Nearly one half of the waggons in Britain 
belong to private owners, in whose trade they 
are employed ; but these owners of waggons do 
not urge, nor do the representatives of railway 
companies urge, that financial questions should 
impede measures necessary to secure safety to 
their servants. 

The principle of the interference of the State 
with the conduct of "dangerous trades and 
processes" being well established, questions 
have arisen as to the definition of these words, 
and as to whether there were any grounds upon 
which railway companies could claim exemption 
from the application of that principle, to such 
portion of their operations as must be regarded 
as constituting a dangerous "trade." In cases 
where the Board of Trade after enquiry into 
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accidents had made recommendations of a 
reasonable character to railway companies, some 
companies had readily complied with such 
recommendations, whilst others had refused 
compliance. 

A royal warrant was issued in 1899 for making 
enquiry into the causes of accidents to servants of 
railway companies, and to report as to the means 
to be adopted for reducing the number of such 
accidents. 

The proceedings of these commissioners princi- 
pally had reference to the urgent necessity for 
automatic couplings being used, and the enforce- 
ment by the State of regulations for their adop- 
tion. 

The commissioners by their report which was 
issued in 1900 strongly recommended that the 
railway companies should, either voluntarily or by 
obligation placed upon them proceed forthwith 
to make practical experiments in order to ascer- 
tain the certainty and completeness of action of 
automatic couplings to railway waggons. 

The commissioners also recommended that the 
Board of Trade should appoint a departmental 
committee to co-operate w^ith the railway com- 
panies in making such experiments, and to con- 
sider the results of the experiments when made. 
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An Act of Parliament was subsequently passed 
intituled " The Railway Employment (Preven- 
tion of Accidents) Act 1900," which contained a 
general provision that when the Board of Trade 
considered that avoidable danger to persons em- 
ployed on railways arises from any want of proper 
appliances, they may, after giving reasonable 
opportunity of reducing the danger or risk, make 
rules for that purpose. The Act also reserved to 
the Board of Trade power to require the use by 
railway companies of any appliance calculated to 
reduce danger to persons employed by them. 

The railway companies have been doing noth- 
ing whatever in recent years with regard to the 
suggested experimental trials of couplers, although 
they have allowed inventors to fit up one or two 
waggons for the purpose of exhibition, &c., but 
not in connection with the running of traffic. 

No such departmental committee as was recom- 
mended by the commissioners to be appointed by 
the Board of Trade, for the purpose of co-opera- 
tion with the railway companies in making ex- 
periments, has ever been appointed, and the 
Board of Trade is not yet prepared to recom- 
mend any automatic coupling for general use on 
railways. 

But the Board of Trade state in their returns 
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that throughout a period of 27 years, during 
which the subject of automatic coupling had 
been under their serious consideration, 14,230 
British railway servants were killed and 76,630 
were mutilated, a large proportion of these 
disasters having arisen through the non-introduc- 
tion of a coupler which would have been suitable 
for general adoption on the railways, and would 
have lessened the dangers to life and limb. 

To sum up the whole matter ; and, bearing in 
mind that at the commencement of this period 
under review, there was a common desire on both 
sides of the Atlantic to introduce such automatic 
couplers as could be used on the various classes 
of rolling stock, all that has transpired in Eng- 
land since that time may be shortly stated in 
three sentences, thus : 

Exhibitions of couplings were held in England 
in 1882 and 1886 and the shunting pole was in- 
troduced in the latter year. 

The Board of Trade in 1889 made a futile ap- 
plication to Parliament for powers to issue regu- 
lations as to couplings ; and in the same year, 
the partial extinction of the dangerous "dead" 
buffers on waggons commenced, but this process 
has not yet been completed. 

The Board of Trade in 1900 obtained parlia- 
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mentary authority to order the use of improved 
couplings or other life saying appliances on rail- 
ways, and the Board of Trade has done nothing 
whatever in this direction since that time. 

It is not easy to determine whether the nation 
or its railway servants have during all these sad 
years, derived any material benefit from the 
changes contemplated or made in their railway 
management as thus briefly summarized ; but, 
the benefit, if any, certainly appears less than 
nothing, when contrasted with the vast improve- 
ments which have been effected in the manage- 
ment of American railways, during the same 
time. 

Instead of American railroad companies refu- 
sing compliance, as in England, with reasonable 
recommendations of the State, the railway com- 
panies of America needed no compulsion to 
induce them to use automatic couplers. They 
readily joined in united action with the State, 
and with their own mechanical officers and 
employes, and also with insurance and trades- 
men's organizations and brotherhoods, in intro- 
ducing and promoting the universal us© and 
methodical maintenance of automatic couplers, 
with a view to establish that increased security of 
life and limb which they afford. 
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In 1874 the Master Car Builders Association in 
conjunction with the railway companies of the 
United States, made experiments wit^i automatic 
couplings, some of which were applied to a few 
railway carriages, and in 1887 the executive com- 
mittee of the Master Car Builders Association 
recommended the use of an automatic coupling 
called the " Janney," 

In the year 1889 the President of the United 
States sent the following message to Congress 
" It is competent, I think, for Congress to require 
uniformity in the construction of cars used in 
inter-state commerce and the use of improved 
safety appliances upon such trains. Time will 
be necessary to make the needed changes, but 
an earnest and intelligent beginning should be 
made at once. It is a reproach to our civilisation 
that any class of American workmen should in 
the pursuit of a necessary and usef al vocation 
be subjected to a peril of life and limb 
as great as that of a soldier in time of 
war." 

In 1891 the Inter-State Commerce Commission 
called a convention of the state railroad com- 
missioners, which resolved that the state Legis- 
latures should require freight cars to be equipped 
with the automatic coupler of the Master Car 
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Builders' type, and recommended Congress to 
take similar action. 

In 1893, as the result of the President's 
message, Congress passed an act called " An Act 
to promote the safety of employes and travellers 
upon railroads by compelling common carriers 
engaged in inter-state commerce to equip their 
cars with automatic couplers and continuous 
brakes, and their locomotives with driving wheel 
brakes and for other purposes" and by section 
2 of the Act it is enacted " That on and after the 
1st January, 1898, it shall be unlawful for any 
such common carrier to haul, or permit to be 
hauled, or used on its line, any car used in 
moving inter-state traffic not equipped witli 
couplers, coupling automatically by impact, and 
which can be uncoupled without the necessity 
of men going between the ends of the cars." 

On the 1st July, 1898, out of a total of 1,113,745 
cars in use in the United States, 784,596 or 
70 per cent, were fitted with automatic couplings. 

Under the powers given by the Act the period 
for applying the automatic coupling was altered 
by an extension of two years, and the whole of 
the cars in the United States were not fully 
equipped with automatic couplings until the 
1st August, 1900. 
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Since that date no car which is not fitted with 
automatic coupling has been allowed to run on 
any of the United States railways, whereas 
automatic couplings are practically unknown 
in England at the present time ; and the 
immolation, before the shrine of inert 
officialdom, of the recorded 14,230 lives 
and 76,630 limbs, is continued, as relentlessly 
as ever. 

In the United States an employe who sustains 
an accident resulting in immediate death, or in 
death within 24 hours from the time the accident 
occurred, is reported as " killed " and an employ^ 
who sustains an accident which prevented him 
performing his accustomed service for more than 
three days in the aggregate during the ten days 
immediately following the accident is reported 
as " injured." 

Accidents resulting in death or injury to 
servafftl^'in England whilst engaged in factories 
owned by railway companies are not included 
in Board of Trade returns. Accidents to such 
servants of railway companies as are killed or 
injured on colliery sidings or lines not belonging 
to a railway company are not reported, as it 
forms no part of the duty of any person to report 
them. 
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The colliery owners do not report them, be- 
cause the men are not their servants, and the 
railway companies are under no obligation to 
report them, because the accident has not 
happened on their railway. The casualties in 
England are therefore far more numerous than 
those which appear in the Board of Trade returns. 
The definitions of the words "killed" and 
" injured," adopted in the returns of the United 
States and England, are almost identical. 

The uniform testimony of the members of the 
Inter-State Commerce Commission, of the Ameri- 
can Bailway Association, of the Master Car 
Builders Association, and of the brotherhood 
leaders, as to the beneficial results of the safety 
appliances law, is very satisfactory, and of ex- 
treme importance. It is principally the testi- 
mony of men who are accustomed to weigh their 
words, and whose opinions are therefore most 
highly respected. When men of such character 
speak of the "inestimable value of," and the 
" incalculable benefit from," the safety appliance 
law, the words have an unusually significant 
meaning. Railway managers are not likely to 
speak, as they do in the United States, of large 
per centages saved in accidental expenses in this 
connection, unless the saving is plainly seen. 
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A marked increase in the reserve fund of an 
insurance organization is an argument frequently 
used there, which the most superficial or indiffe- 
rent observer will appreciate. 

The decrease in the number of fatalities and 
casualities to employes, engaged in the United 
States in coupling and uncoupling operations, is, 
in a very large measure, the result of the opera- 
tion of the Safety Appliance Act of 1893, which 
only came into full operation, as before stated, in 
August 1900. 

The statistics which have been published for 
the years from 1893 to 1900 are shown in the 
following table : — 

Accidents incurred in Coupling and 
Uncoupling Cars. 



Year ending 
30th June. 


Total Number 
of Employes. 


No. of Trainmen 
employed to one. 


Killed. 


Injured. 


Killed. 


Injured. 


1893 
1897 
1898 
1899 
1900 


433 
214 
279 
260 

282 


11,277 
6,283 
6,988 
6,765 
5,229 


349 
647 
518 
563 
550 


13 
22 
21 
22 
30 



The numbers killed in coupling accidents in 
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the year 1901, expressed by the ratio of the 
nnmber killed to the total number employed, 
appear to have been less than in the year 
immediately preceding, by about 35 per cent., 
and the number injured by about 52 per cent. 
This appears in the following table, which covers 
70 per cent of the operated mileage of the United 
States. 



Accidents incurred in Coupling and 
Uncoupling Cars. 



Year ending 
30th Jnne. 


Eroploy^s on 
87 Boads. 


No. of Trainmen 
employed to one. 


Killed. 


Injured. 


Killed. 


Injured. 


1898 
1899 
1900 
1901 


209 
196 
228 
161 


5,433 
5,281 
3,970 
2,082 


555 
692 
546 
837 


21 
22 
31 
65 



The Inter-State Commerce Commissioners re- 
port for 1900 states, that the number of killed 
in coupling and uncoupling accidents averaged 
23^ a month, and that, according to the returns 
for a subsequent month, four employes only 
were killed during that month, while coupling 
and uncoupling cars ; and the reports of 
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subsequent months warrant the expectation, 
that the casualties for 1902 will be less than 
those of 1901, and that the great improvement 
in conditions under the first year's operations of 
the law, will be still more marked in the second 
year. 

At Chicago terminals, a careful record is kept 
of all casualties ; and it states that in the year 
1895 twenty-eight employes were injured in 
coupling and uncoupling, whilst in 1901, just 
then closing, there had been only three such 
injuries. 

The graduated improvement in the good 
results of the introduction of the automatic 
coupler, occurring as it perceptibly did, just in 
proportion as the proper equipment of the cars 
proceeded, is clearly shown by the above 
tables; but, the saving in money and lives 
by this reform, is, in the nature of things, 
not susceptible of measurement ; although the 
advance is just as certain as if it could be 
accurately measured. 

In addition to the diminution, through auto- 
matic coupling, in the number of fatalities and 
accidents in the United States — which in itself 
is a sufficient reason for its application in 
England — ^the automatic coupling has also, as 
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has been established beyond all question, made 
possible, the movement of a volume of traffic 
which would have been impossible with the use 
of the former appliances. 

The automatic coupler has therefore become 
an absolute necessity in the operation of rail- 
roads which have long trains, or use the powerful 
locomotives and heavy cars, which are now 
common in America. Competent observers, both 
among railroad officers and persons who are 
wholly disinterested, are substantially agreed, 
that, without the automatic coupler, the work 
of switching and making up trains in yards, 
would require from a fourth to a third more 
time than it now does. Without the auto- 
matic coupler, nearly every yard in the coun- 
try would be blocked, as, with the former 
appliances, it would require one third more 
room to do the work. With the great 
volume of business in the country, no single 
large road in America could do its business, 
without the aid of the automatic coupler, which 
has made terminal work much more economical. 
It is not an unusual thing to see a switch engine 
doing work, with 25 to 30 cars, taking one half 
of a train, and switching the cars to the several 
tracks with celerity and uniform movements. 
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In many yards the cost of switching has been 
reduced to three and a half cents a car, and, 
whenever there is much snow on the ground, 
switchmen will do four times as much work in 
the same time, as they did under the old conditions 
— and, since the work has become so much less 
hazardous, more steady and better men are 
gradually coming into it. 

In the nature of things the cost of yard work 
cannot be measured with accuracy ; but, where 
one of a number of switching engines, — the opera- 
tion of which costs roughly 25 dollars a day, — can 
be taken out of service by reason of the faster 
work done, as has been the case at some yards, 
the saving is definite and substantial. The in- 
creased economy is also seen in the case of yards 
which were taxed to the utmost capacity by the 
work required four or five years ago, but which 
have been able to accommodate the large 
increase of traffic in the last few years, without 
additional tracks or switches. 

Thus the policy of the Congress, in enacting 
the safety appliance law, is amply vindicated, on 
what may be called " business^ considerations," 
and without any regard to the question of safety 
of life and limb. In short, the radical improve- 
ments in the construction of cars with automatic 
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couplings, and powerful locomotives, must be 
regarded as most important elements in the 
marvellous progress, by which the railroads in 
America have continued to cheapen the cost of 
transportation, and, at the same time, conserve 
the safety of their employes and passengers. 

The use of cars of greater tonnage capacity, is 
also universally deemed essential, in order to 
carry freight economically. Practically, all of the 
thousands of new cars, built during the past year, 
have been designed to carry from 30 to 55 tons, 
the great majority of these being 40 tons or larger, 
and thousands of them 50 tons, being marked 
100,000 pounds, but regularly loaded with 110,000 
pounds. These cars weigh empty from 15 to 19 
tons each, whereas the older cars weigh from a 
fourth to a third less. The increased economy 
secured by the use of the heavy cars, is so marked 
in some kinds of traffic, that prudence dictates 
the abandonment of smaller cars, long before 
they are worn out ; and to some extent this has 
been done. 

The highly satisfactory and gratifying results 
which have thus far been achieved for the Ameri- 
can nation, and its railroads, are entirely due to 
the energy and perseverance of the men, in and 
out of Congress, who brought about the passage 
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of the law ; to the persistent work, and united 
action, of the managers and mechanical officers 
of the railroads ; and to the intelligent and care- 
ful inspection of the rolling stock by the Inter- 
State Commerce Commissioners. 

The Commissioners employ six inspectors who 
visit the freight yards, and examine all cars, with 
a view to discover any defects which may exist, 
or constitute a violation of the Federal statute. 
They are men who have had long experience in 
matters of railway equipment. During the year 
ending June, 1901, they examined about 98,600 
cars, the result being that there appeared to be a 
general improvement, on the previous inspection, 
of about 13 per cent, in the condition of the cars. 
But still, there were last year, as before stated, 
upwards of 18,000 reported cases of failures and 
defects in the American automatic couplers, and 
in their uncoupling mechanism. On the latter 
class of defects, which constitutes nearly two- 
thirds of all the defects found in connection with 
couplers, the Commissioners report an improve- 
ment of 25 per cent, on the preceding period, 
which is a substantial gain, and the accuracy of 
the figures is confirmed by observation at many 
places. 

It is a well-known feet, that, uncoupling 
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attachments have been among the most trouble- 
some subjects, in connection with the introduction 
of vertical plane couplers. A large percentage 
of the minor accidents to trainmen, since the 
introduction of automatic couplers, has occurred 
while using, or trying to use, these appliances. 
The horizontal bar, bent at the end to form a 
handle, is frequently displaced, and becomes out 
of order, so that the brakeman on attempting to 
use it, cannot do so. Uncoupling rods are also 
frequently found defective, by reason of the 
chain being too short. This defect is liable to 
cause the uncoupling of cars when they are in 
motion ; and, on ascending grades, or passing 
over summits, many collisions have thus arisen. 
The inspector or shopman who attempts to 
remedy the defect of a short chain, is liable to 
put on a chain which is too long, thereby 
introducing a difficulty of another kind ; for, 
too long a chain may make it impossible for the 
brakeman or switchman to lift the coupling pin, 
without going between the cars. 

A common defect in couplers, and one which 
is the cause of much trouble and expense to the 
railroads, is breakage of the knuckle. It is well 
known that these breakages are often due to 
shocks or strains, which, if the knuckle had been 
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solid, would not have been serions enough to 
produce injury. In other words, if it were not 
for the slot and holes which are left in the knuckle, 
the strength and security of the coupler would 
be much greater than it is ; and, it seems rather 
remarkable that the solid knuckle has not yet 
eome into use. Now that practically every car 
is equipped with this type of coupler, there is 
no reasonable cause for not using the solid 
knuckle, as its use would at once reduce the 
breakage of knuckle lugs, and also diminish the 
wear on the faces of the lugs. 

It has now become generally understood, that 
the outside of the casting of one coupler must fit 
the inside lines of its neighbour coupler. When 
this is not the case, distortions and strains are 
introduced, which materially affect the operation, 
and the life, of the couplers. 

The great number of the different makes of 
couplers, and the many different ways of operat- 
iug them, requiring as they do different sizes and 
J^inds of material, render it almost impossible to 
keep on hand everywhere, a complete assortment 
of all the kinds of material, and parts of coupl- 
ings, which are required for the purpose of mak- 
ing repairs ; consequently, wrong material and 
unsuitable parts of couplers are sometimes used, 
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and, in other cases, many defects are permitted to 
pass, without repair at all, seeing that nearly 
every style of coupler requires its own special 
parts, and the necessary portions for replacement 
are not always at hand. 

Frequently couplers are applied to cars that 
require the use of a tailpin, and often, especially 
in replacements, this pin is too long, and the 
slack in the pin is not taken up. The car is 
despatched from the repair track, with an un- 
coupling chain of apparently the right length j 
but, after the car is loaded and placed in a heavy 
train, the tremendous strain pulls the coupler out 
to the extreme limit, with the result that the un- 
coupling chain either breaks, or releases the lock 
pin, and allows the car to uncouple. 

Very few couplers now in use, adhere strictly 
in construction to the Master Car Builders' con- 
tour lines. Nearly every coupler 'manufacturer 
apparently has contom* lines of his own, with the 
result, that, when two different makes of couplers 
come together, they do not unite easily by im- 
pact ; and, after being coupled together, they da 
not have the same centre line of draft. This 
causes abnormal strains, and the weaker coupler 
often suffers in sheared knuckle pins, or twisted 
shanks. Once in that condition, they will always- 
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be hard to couple, and, in consequence, the train- 
men and engineers are in the habit of striking all 
the cars hard blows, to make them couple, and 
this rough handling, of course, causes damage to 
the cars, and gives rise to much dissatisfaction 
and unpleasantness. 

The practice of men running in front of 
approaching cars to open knuckles, is still very 
common, and a great many accidents result from 
it. For instance, the knuckle on the standing 
car," for some reason cannot be opened, or, the 
man may think that certain couplers will not 
unite, unless both knuckles are open. He there- 
fore steps in front of the approaching car, to open 
the knuckle. It may be difficult to open, and he 
walks along backward, still endeavouring to open 
the knuckle, and he neglects to watch how close 
he may be to the standing car, when suddenly he 
Is caught between the couplers, with resultant 
fatality or injury. 

It is obvious that if the contour lines of 
automatic couplers differ from each other, the 
<joupling can never be effectively made ; besides 
which, when impacted, the couplers sometimes, 
as stated, have different centre lines of draft. 
To obviate the present necessities of passing 
between the cars to open the knuckles, prior to 
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the impact, and the subsequent hammering of 
knuckles to complete it, the trainmen are looking^ 
forward to some knuckle-kicking mechanism, 
which they regard as an absolute necessity, to 
perfect their system. 

All existing complications in construction, 
and the disadvantages in the operation, of 
automatic couplers, point to the imperative 
necessity for one universal coupling being 
adopted in every country, to suit the rolling 
stock used on its railways. The English com- 
panies should in their own interests, at once 
agree among themselves upon the adoption of a 
suitable coupler of one design, embracing the 
elements of strength, simplicity, and finish, the 
whole being embodied in one universal coupler. 
The Companies, in addition to effecting an 
immense saving of life and limb, would also save 
thousands of pounds in material, in shunting 
space, and in wages ; besides which they would 
overcome their present difficulties, incident to tho 
serious delays which exist in their freight 
deliveries. 

In referring to some of these matters the Inter- 
State Commerce Commissioners explicity assert^ 
that the needs of the future in respect to 
couplers, may be described under the heads of 
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strength, simplicity and finish. The shape and 
size of the framing of the cars, and the principles 
on which the couplers are designed, impose 
limits on the size of the couplers themselves ; 
and therefore, the only way by which they can 
be increased in strength, to meet present 
demands, is by using better and stronger metal. 
The efforts which have been made by the 
various manufacturers and railroad companies, 
to accomplish these ends, have resulted in 
progress already, and have been accompanied by 
improvements in the direction of simplicity. 
In speaking of finish, they refer to the need 
of greater care in the establishment of the outer 
<joutour lines, and of greater smoothness, to make 
the couplers work well with one another. In all 
these particulars, inuch advance has already been 
made. At the same time it is necessary to say, 
that, there are many roads which have still much 
to do, to bring their equipment up to the best 
practicable standard. 



CHAPTER IX. 

Necessity for the adoption of improved couplings on English 
lines. Parliamentary powers for their enforcement. Ex- 
periences and statistical details as to American aatomatie 
couplings. Subjects of national concern. Responsibili- 
ties of State officials and the railway companies. In- 
dividual enquiry into railway afEairs suggested. American 
and British Directors. Historical faults in railway finan- 
cial procedure. The present external and domestic 
troubles of railways. Proposed age limit of directorates 
or employes suggested by North Western board. The 
squables of that board with their shareholders advisory 
committee. A few types of automatic couplers. 

Among the numerous advantages -which would 
unquestionably arise, from a general application 
of such automatic couplings, as would, by reason 
of their strength, simplicity, and finish, be suit- 
able for universal adoption on all its railways, it 
is obvious, that, by the use of such couplings^ 
when applied throughout Britian, there would, in 
the first place, be no risk whatever to life or 
limb ; for, men would not be required to get be- 
tween the waggons, either to couple or to un- 
couple them. As the waggons would couple 
themselves almost instantaneously, the shunters'* 
time, which now is employed in that act, would 
be entirely dispensed with ; and the uncoupling^ 
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•would be done with facility, in much less than 
the average time which it takes at present to dis- 
engage the waggons from each other. Besides, a 
great saving in shunting space would be effected 
by their adoption. It is estimated that these 
advantages, with the saving of the present labour, 
and of the unavoidable cost of that labour, would 
meet the initial expense of the coupling equip- 
ment, within a few years of its introduction ; so 
that it could be speedily paid for, out of the 
incremental revenue which would be earned, 
instead of being charged to capital account, as 
contemplated under the borrowing powers which 
are sanctioned by the Act of 1900. The saving 
in subsequent years would be a positive monetary 
gain, thus improving the revenue accounts, and 
operating against the uniform shrinkage in the 
dividends which have been paid on all the 
ordinary stocks of British railways -for many 
years. 

The Board of Trade have authority under the 
Railway employment (Prevention of Accidents) 
Act, 1900, to order the adoption by railway 
companies of automatic or other couplings, or 
life-saving appliances; and the Act provides 
that the company may furnish to the Board of 
Trade an estimate of the expenditure ; and that 
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thereupon the Board of Trade shall fix and 
determine the sum which is properly chargeable 
to capital account ; and that the company may 
issue debentures, or debenture stock, ranking^ 
pari passu with any existing debentures or 
debenture stock of the company, to an amount 
not exceeding the sum so fixed and determined ; 
and that any money thus raised shall be applied 
in carrying out the orders so made by the Board 
of Trade, and to no other purpose whatsoever; 
and no other authority, save the certificate of the 
Board of Trade, shall be requisite to authorise 
and validate the issue of the debentures or 
debenture stock. 

This clause appears to have been introduced 
specially to meet the urgent need of an immediate 
adoption of automatic couplings. There are now 
slight indications, that, although the railway 
companies may be indifferent as to introducing^ 
them, the Board of Trade are somewhat disposed 
to enforce their use, on a suitable coupling being^ 
found. Armed, as they are, with ample powers 
to remedy existing evils, the Board of Trade will 
be altogether without excuse if they allow such a 
long-standing, national scandal, as the wholesale 
and preventable slaughter and mutilation of our 
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railway servants, to continue any longer than is 
absolutely necessary. 

The universal approval which greeted the 
expression of the views held on this subject by 
the United States President in 1889, would to-day 
meet with a general response from all hearts in 
England on their unanimously avowing, as they 
undoubtedly would, that the neglect of our 
railway servants is a standing reproach to our 
boasted civilization, as a nation professedly 
founded on principles of benevolence and justice. 

There is reason to believe that, among the in- 
numerable inventions which have been patented 
in England, one automatic coupling, at least, 
might be discovered, which would be of perfect 
utility, and capable of gradual introduction on 
English railways, without interference in any 
way with the trading or commercial operations 
of the country. 

By the adoption of automatic couplings in 
America, as has been stated, a reduction in the 
annual number of deaths through shunting 
operations, was effected in seven years, from 433 
to 161 ; and in other shunting casualties, the 
annual number was reduced, during the same 
period, from 11,277 to 2082. The American 
statistics also show, that, out of every 349 men 
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employed in 1893, one employe was killed; as 
against one only being killed in 1901 out of 
every 837 then employed. In 1893 one in every 
13 was injured, whereas one only in every 65 was 
injured in 1901. 

The American statistics thus prove con- 
clusively, that, in the absence of automatic 
couplings, and at a time when the volume of 
traf&c was very much less, the casualties were five 
times greater than they were, with a considerably 
increased trafQc, after automatic couplings had 
been introduced. 

The saving in working expenses under the 
various headings mentioned in the preceding 
chapter, with respect to shunting and other 
kindred operations, proved on the introduction 
of automatic couplings, to be of immense 
importance to the shareholders, and represented a 
value which it was found almost impossible to 
estimate. 

It is candidly admitted in the Inter-State Com- 
merce Commissioners Report, that the various 
parts of their automatic couplers, being 17 in 
number, are made up, and put together unsatis- 
factorily ; that they differ, not only in sizes, but 
in quality; and that they are unsuitable for 
coupling properly with each other. That in the 
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process of coupling, as the couplers difiEer in their 
contour lines, hammering is necessitated, not only 
to impact them securely, but to uncouple them ; 
and all such operations necessarily result in 
delays, breakages, ond damage ; besides which, 
great danger arises through the coupling mechan- 
ism constantly being broken, bent, worn, loose, 
kinked, split, sheared, and twisted, so that the 
couplers are at length rendered inoperative. 
These defects, represented to be 47 in number, 
have recently formed the subject of somewhat 
hostile criticism, by one of the officials of the 
North Western Company. The attack was prob- 
ably directed with a view to taking up a position 
of defence, in the event of the Board of Trade 
insisting upon the general adoption, by railway 
companies, of the automatic coupling of waggons. 
The marvellous and beneficial results, derived 
by railway employes and shareholders, through 
the introduction in America of safety appliances, 
defective as they were, would have been far more 
impressive and convincing, had the American 
companies possessed a more simple and effective 
coupling, at the outset of their judicious and 
humane operations. As the complicated mechan- 
ism of their appliances becomes simplified, and 
their admitted defects are corrected, so will the 
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Baving of life and limb increase, and the resources 
of the companies augment in value. 

The British State authorities, during the past 
quarter of a century, have, in neglect of the 
national interests, refused to accept the irresis- 
tible convictions which all these startling facts 
are so well calculated to impress upon ordinary 
minds ; they have obstinately refused to recognize 
the infinite importance of the automatic coupling 
of waggons ; and they have resolutely disregarded 
the urgent appeals of the railway workers for, 
and their indisputable right to, that protection 
to which they and their families, have been 
throughout entitled ; as acknowledged on all 
sides by every section of society, except the 
short-sighted and incompetent railway director, 
and the heartless State official. 

The Railway companies should now for them- 
selves, and in their own and the national 
interests, consider, not only their duties to 
humanity and the State, but they should have 
regard to the pecuniary advantages which would 
accrue to themselves, in common with all man- 
kind, froin the introduction into Britain of 
universal automatic coupling arrangements. 

The nation is not altogether indifferent to the 
paramount importance of this subject, as it 
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appears from the patent office records, that, 
dnring the 27 years which have passed smce 
th(j agitation in favour of railway servants 
commenced, upwards of 1,500 applications for 
automatic coupling patents have been made. Of 
this number, no less than 755 patents for auto- 
matic couplings alone, have been completed and 
taken up, and in addition thereto, many other 
coupling appliances have also been patented. 
The public therefore, throughout this long period, 
cannot be charged with having been as apathetic 
with regard to this serious matter, as the 
responsible authorities are clearly proved to have 
been. 

We are now passing through an age of feverish 
excitement, when other nations, who are fortunate 
in living under more level-headed manage- 
ment, are forging ahead of us, and we are 
becoming displaced by them, in the crowded 
markets of the world. We are apparently 
accepting these defeats with resignation, and 
lapsing into a condition of general retrogression, 
which, if not arrested, must eventuate in national 
disaster. It is surely time that we were aroused 
from our lethargy and indiflEerence, and entered 
upon an earnest enquiry, for ourselves, as to the 
methods in which our national affairs and 
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railway management are conducted. We should 
ask ourselves how the reputed guardianship of 
our general affairs, and of the national interests 
in railways especially, is administered ; and we 
should ascertain, and determine for ourselres, 
the extent to which the nation is suffering 
through their manifest mismanagement ; and in 
what if any degree the nation is protected, and 
its rights safeguarded, in these respects by our 
officers of State. Although exercising nominal 
authority over, and supervision of, our railways, 
there is every symptom of the State authorities 
having been, at every point, out-manoeuvred by 
the companies ; and, in consequence, the, national 
interests in railways are virtually becoming 
gradually extinguished ; and, more important 
still, our commerce is also seriously suffering in 
consequence. Our former commercial supremacy 
is in a state of gradual decadence, in close 
alliance, as this is, with the downward grade of 
our railways, all these calamities being traceable, 
in a large degree, to the general weakness and 
inefficiency of our Board of Trade officials. 

Notwithstanding the allrimportant circum- 
stance of the railways being national institutions, 
and that the Board of Trade are the exponents 
and expressly appointed guardians of national 
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rights, there cannot be a shadow of doubt that 
the Board, under pressure of unscrupulous and 
interested Members, have uniformly extended to 
the national railways, unlimited encouragement 
to persist in irregularities of every conceivable 
nature ; greatly to the prejudice and injury of 
the nation, which pays these said officials very 
handsomely, for a continuous display in every 
direction, of their general negligence of, and 
incapacity for, duty. 

Turning again to America for enlightenment, 
as to the causes which have led us into these 
dilemmas, we find that the presidents and 
directors of American railways are carefully 
chosen, on account of their practical knowledge 
of railway affairs and management, and also on 
account of their administrative and general 
business capacity. They are, as a rule, thoroughly 
well trained, and in fact they are usually the 
best men that can be selected for the various 
posts ; and moreover, .they are placed in control, 
at an age when their energies and mental and 
physical endowments are at their best, and in 
greatest force. From the thoroughness of his 
early training, and his practical experience, an 
American emyloy6 in the lowest rank, may 
work his way, until in early life, he has been 
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assigned the position of president of an American 
railway. 

The directors of English railways on the other 
hand, as we have seen, are not so carefully 
chosen. They are in many cases selected from 
classes who are wholly untrained in, and ignorant 
as to, railway affairs or management ; possessing 
not even a rudimentary knowledge of the 
principles on which business is conducted ; but 
these men are nevertheless often retained in the 
management of railways, until such energies, as 
they may ever have possessed, are exhausted. 
The director of an English railway is also 
sometimes chosen on account of his having 
an ornamental name ; and, in many of these 
instances, he is ornamental only, in all other 
respects. He falls into line in the ranks with 
his associates, and he operates merely as an 
automaton, from the moment of his initiation 
until it happens that, greatly to the advantage of 
the railway, his retirement has been effected. 

The main object principally kept in view by 
English railway directors, has uniformly been 
that of paying, at any cost or risk, the highest 
rates of dividends, without regarding the ques- 
tion whether the dividends so paid have been 
honestly earned, or have been partially provided 
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out of capital or other principal moneys. The 
companies appear to be indifferent as to the 
absurdity of continuing such a disastrous policy 
as that by whieh they may, by a slow process, be 

m 

unwittingly converting their ordinary stocks into 
something bearing a close resemblance to termi- 
nable annuities. This course, which has been 
more or less pursued by every railway company, 
can have no other termination, if persisted in, 
than that of causing an absolute cessation of 
dividends being paid on the ordinary stocks ; 
and it is consequently, not only a matter of 
grave importance to the shareholders, but it has 
affected, and it will continue seriously to affect, 
the national prosperity, long before and after the 
deadly process is completed. 

The methods in which some of the State 
departments usually conduct their business are 
notoriously unsatisfactory ; and no evidence 
appears to exist of the Board of Trade ever 
having succeeded, to any appreciable extent, in 
the institution of any important measure, having, 
for its sole object, the promotion of the interests 
of the nation in its railways. Their officials have 
unif ormily stood by, allowing the companies to 
march along at their ease, complacently accepting 
whatever accounts and figures have been furnished 



214 



to them, without the bestowal, on their part of a 
passing thought as to where the nation and its 
railways have been drifting together for so many 
years. They have regarded their financial and 
statistical duties with reference to railways, as 
being centred in, and limited to, a listless pre- 
sentation periodically to the nation, of tabulated 
returns, b6sed upon false and imperfect working 
accounts, and their manipulations of the figures, 
have been, as previously mentioned, unreliable and 
misleading. Their deductions in many instances 
have been fallacious, and bear a close resemblance 
to the stereotyped and threadbare observations of 
railway chairmen, which are doled out half- 
yearly with systematic regularity to their share- 
holders, expatiating upon the current cost of coal 
and other material, as compared with the prices 
ruling in former years, with an addition of 
customary versatile soupgons, interlarded here 
and there, just to suit the purposes of the board at 
the time. 
'"i Contrary to all rule and sense, the companies 
in their early career, whilst in insolvent circum- 
stances, and in times of panic, mortgaged the 
whole of their properties in perpetuity, at high 
rates of interest, without reserving the usual 
powers of redemption by which in brighter days 
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they might have obtained money in abundance 
at cheaper rates, so that they thereby recklessly 
forfeited by a single stroke every opportunity of 
effecting any reduction of their liabilities. Not 
only so, but in a subsequent and more enlightened 
age a far more extraordinary and idiotic policy 
was entered upon, by which the national railways, 
without receiving any equivalent whatever, 
voluntarily added to their actual indebtedness no 
less a sum than 44*2 millions sterling, in favour 
of their fully secured creditors ; and this 
enormous amount, at current values, constitutes 
to-day an annual charge on the British railway 
revenues of about a million and a-half eterlingQ 
However all these remarkable indiscretions and 
irregularities received the sanction and approval 
of the Board, of Trade, as our national guardians, 
endowed, as they are in some respects, with such 
intelligence as may any day be met with, 
among permanent residents or guests in county 
asylums. 

In the course of the rapid advancements in 
science and economics, which affect the national 
prosperity, great improvements have naturally 
set in with every generation ; and the railways 
have not always been prepared for the changed 
conditions which have thus been forced upon 
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them. Spending, as they invariably have done 
periodically, and most improvidently, more than 
the whole of their actual net revenue, had it 
been properly ascertained and determined from 
time to time, they have not retained in hand 
any reserves whatever with which to meet the 
unexpected liabilities and cost which new cir- 
cumstances and changes have necessarily involved 
them in. 

Many railway authorities are now seriously 
occupied on more careful enquiries as to their 
financial condition, and in arranging their affairs, 
so as to guard against further indiscretions and 
complications, and also to prepare for meeting 
the present and approaching dangers with which 
they are confronted ; and these evils are by no 
means pleasant to contemplate, being probably 
nearer to an earlier consummation than is 
generally anticipated. There are, however, other 
railway magnates who, somewhat light-heartedly, 
regard very real and existing dangers as mere 
phantoms. I A glance at the various subjects, 
which are absorbing so much public attention at 
the present moment, will show the necessity for 
all the companies preparing themselves to meet 
the difficulties in which they are involved, as 
their dangers have a very substantial existence. 
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They have to reckon with: (1) the important 
waggon problems which bristle with difficulties, 
(2) the withdrawal or disturbance of traffic, by 
electric rivalry, as in the metropolitan area alone 
the railways at present provide for the daily 
transportation of two million passengers, (3) the 
impending equipment of new rolling stock, and 
its electrification, in order to protect themselves 
against scientific encroachments on their pre- 
serves, (4) the possibility of portions of their 
present steam rolling stock becoming obsolete 
and useless, and the necessity in that event for 
its book value being charged to revenue, as an 
actually ascertained loss, (5) the constantly 
fluctuating working expenditure, which is ever 
increasing in its ratio to their revenue receipts, 
(6) the pressing demands of their servants for 
redress, more generous treatment, and the protec- 
tion of their lives and limbs, (7) the constant 
complaints of their dissatisfied traders, as to the 
unsatisfactory and costly transportation of their 
merchandise, and the preference extended 
unjustly to their foreign rivals, greatly to the 
detriment and injury of British trade, (8) their 
third class passengers have substantial ground of 
complaint, seeing they contribute the bulk of the 
companies' revenue, and receive the worst 
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treatment in return. Third class passengers are 
charged, by every company, the maximum fare 
permissible by law, without allowance or reduc- 
tion in fares on return journeys ; and they have 
only in recent years, and to a very limited extent, 
had season tickets issued to them at reasonable 
rates. (9) The press have been for months 
strenuously denouncing the folly of entrusting 
the future control of railways to hosts of crippled, 
broken down, and octogenarian directors ; who, 
burlesqued and caricatured as they are on every 
hand, and in bitter terms, are still - capable of 
resenting what they are pleased to regard as 
impertinence or unjustifiable interference on the 
part of shareholders, although it is they who 
really employ and pay them as their salaried and 
accounting servants. (10) The shareholders 
themselves feeling the pinch of hard times, 
and the reduction in their dividends and capital 
values, also join in the general chorus of dis- 
content ; but they are precluded from charging 
their directors with folly, in the pursuit of a 
dangerous policy, which they have throughout 
assented to and approved. And lastly the rail- 
ways have still to meet the objectors, in the 
public interests, to their imperfect accounts 
which it would be difficult to frame in more 
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mystifying, illnsive and misleading forms than 
they are at present A and which, by no means, 
adequately meet t£e ordinary requirements of 
modem times. The nation, by -virtue of its 
interest in railways, is entitled to full, clear, and 
intelligible accounts, prepared in harmony with 
sound financial principles, and according to such 
methods as are usually observed in other con- 
cerns, carried on for profit, paying special regard 
to the fact that the railways are national 
institutions, which are intended to have a 
permanent existence. 

The North Western board of directors, about 
eighteen months ago, had under consideration 
the advisability of the retention in the company's 
service, of such salaried staff oflicers as occupied 
positions of responsibility when advanced in 
life ; but, it does not seem altogether clear, 
whether the chairman and some of hiff co- 
directors were then contemplating an immediate 
retirement from office, or a general exodus in 
June 1903. A circular however has just been 
issued by the company as follows : — 

" Secretary's Office, 

" Euston, Dec. 10, 1902. 

" Dear Sir, — I am directed to enclose you copy 



220 



" of a resolution passed by the board of directors 
" on July 18, 1902, as under :— 

" ' No. 18,512. Retirement of salaried staff 
" * at age sixty and upwards. 

" * Resolved : — 

" * That on and after July 1, 1903, every 
" ' salaried oiB&cer shall be called upon to 
" * retire on attaining the age of sixty-five.' 

" As this will henceforth form one of the 
" conditions attaching to joining or remaining in 
" the service of the company, I shall be obliged 
" by your acknowledging the receipt of this 

communication upon the form appended. 

" Walter R. Haywood, Secretary.' 
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Whether the directors are technically " salaried 
officers" or members of the "salaried staff" of 
the company, and have thus unintentionally 
placed themselves within the scope and operation 
of their own age rule, is immaterial. The 
shareholders will apprehend the importance of 
this new regulation, without questioning its sole 
applicability to the subordinate members of the 
" salaried staff " at the age of 65, and they may 
consider that it should apply equally, and 
probably with greater force, to their octogenarian 
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rulers in the board room. In either case the 
directors have furnished a very influential section 
of their shareholders with whom they happen to 
be at variance, with a very substantial weapon, 
amply suiB&cient to justify the company in 
forthwith proceeding to the election of younger, 
more vigorous, and competent men, to assist in 
the future management of their affairs. 

About a year previously to passing the 
resolution as to compulsory retirements, the 
shareholders were under alarm as to their affairs, 
the reduction of dividends, and the declension in 
value of their stock, notwithstanding the fact 
that there had been a marked expansion of 
trafiBc. An advisory committee was formed, 
consisting of shareholders of high standing, and 
men of practical business experience, and of 
equal competence with the board, to deal with 
the matters in question. The committee, from 
the date of their appointment, have been in 
active correspondence with the board, and it will 
be seen from the nature of recent communica- 
tions which passed between the two bodies, that 
the shareholders' committee displayed a far 
greater knowledge and graap of the important 
subjects under enquiry, than was possessed by 
the full body of directors. 



222 



One of the principal matters to which the 
committee directed the attention of the board, 
had reference to certain measures which had 
been recommended for adoption by the company, 
in co-operation with other railway companies, 
with the object of securing a more economical 
and efficient working of the line ; which the 
committee stated, would result to the mutual 
advantage of all the companies concerned, and 
also prove highly advantageous in the public 
interest. 

With regard to this subject, the committee 
represented that they attached great importance 
to genuine and effective co-operation among 
railway companies. They had been fortified in 
their view by the statements recently made by 
the chairmen of several leading railways of the 
country endorsing that opinion, and also by 
Lord Stalbridge's declaration, made in August 
last at the general meeting of the company, that 
he would do all in his power to forward this 
object. 

Assuming, as they had reason to do, that no 
new departure had been taken, and no satisfactoy 
progress made, towards attaining this object, they 
felt it was their duty to again suggest that the 
board, as representing the premier railway of the 
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country, should summon a special conference of 
railways, to examine and define the best means 
of securing that greater measure of co-operation 
which they and other responsible authorities had, 
declared to be advisable. 

To the suggestions as to convening the general 
conference which was proposed by the share- 
holders' committee, the directors replied by 
alleging that for many years past both directors 
and managers had been steadily pressing the 
policy of co-operation, and many arrangements 
with regard to competitive traffic, with a view to 
avoid wasteful competition without disadvantage 
to the public, had been concluded and were in 
force between most of the principal companies. 
These arrangements, however, from their nature, 
could only be arrived at by careful and almost 
confidential negotiation, and with due regard to 
the diverse interests which are involved. The 
board were, therefore, most distinctly of opinion 
that the summoning of a special conference of 
representatives of railways in the manner sug- 
gested was not a practical means of furthering 
the desirable object which they all had in view. 

It would not be possible, even if were 
desirable, in the compass of a letter to explain 
the numerous difficulties which render such a 
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general scheme of co-operation as appears to be 
contemplated by the committee impracticable, 
but the directors ' were taking advantage of 
all opportunities which present themselves of 
making friendly arrangements with other com- 
panies. 

The shareholders' advisory committee, in their 
reply to the board, stated that the opinion which 
they were obliged to entertain, was confirmed 
by the recent speeches of Lord Allerton, the 
chairman of the Great Northern Railway, and of 
Sir Ernest Paget, chairman of the Midland 
Railway, who recommended co-operation. 

Lord Allerton stated that he would be " glad to 
do anything to avoid unnecessary competition." 
Sir Ernest Paget stated that " he should be happy 
to meet the chairmen of the boards of other 
companies." Their view upon the important 
subject of co-operatiOn was that, in spite of the 
"many arrangements" referred to, there existed 
a rivalry prejudicial to their own interests and to 
those of the public at large. The chairman of 
the North Eastern Railway stated in August 
last : — 

He believed in the co-operation of companies, 
and that instead of quarrelling over a ton of 
goods they ought to agree which is to carry it 
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and load the waggons fully, and not send empty- 
waggons into one another's districts. He believed 
this would prove to be, if it ever can be carried 
fully out, the salvation of railway property. 

This rivalry had been further defined by 
another railway chairman in the following terms, 
which the committee entirely endorsed : — 

They saw two waggons half-filled going from 
one point to another, whereas one waggon could 
have taken the whole stock and merchandise, 
and gone by one route and paid. Two waggons 
paid neither company on either route ; one 
waggon would have paid one of them. The 
result was that the shareholders had to suffer 
from this ridiculous competition. 

The committee added that in their opinion 
this rivalry has a wider result than the loss of 
their dividends. By gravely prejudicing the 
economical handling of traffic, it eventually 
hampers the trade of the country. 

The Shareholders' committee in the next place 
called the attention of the board to the improved 
methods of handling traffic, now well understood 
to have been generally practised in America, but 
which, as the committee and the board were 
equally aware, differs very materially from the 
methods which prevail in this country. The 
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& committee alleged that there was evidence that 

jI' \'i dividends had been largely increased in America, 

{jjlj owing, among other canses, to the adoption of 

the system in question. The board, however, 
i: ^i in their reply to the committee, nrged that the 

3!'.;:' waggon question had been so thoroughly 

ventilated, and the differences between the 
circumstances of American railways and English 
railways so often explained, that it might fairly 
be assumed that the majority of people interested 
now see that the general adoption of large 
waggons would be utterly inapplicable to English 
traffic, and no general railway conference is 
necessary to discuss a question which has had so 
much attention from railway directors and 
officials. That it is a certain amount of economy 
in hauling a given load in one large waggon 
instead of four small ones needs only to be 
stated, but there are other considerations affecting 
the question beyond mere haulage. Experience 
shows that the course of trade in this country 
will not yield heavy waggon loads of goods or 
merchandise traffic, and that to build larger 

fj waggons for this class of traffic than can be 

I usefully employed would be unprofitable. 

The shareholders' committee in their rejoinder 

t called the attention of the board to the facts that 
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the Lancashire and Yorkshire Railway Company 
had recently built 30-ton waggons for mer- 
chandise traffic, and Sir George Armytage, 
the chairman, stated in February last that, so 
great had been the success for certain classes of 
traffic that they had ordered fifty more to be 
built. 

The North Eastern Railway Company having 
recently constructed hoppered coal trucks of a 
carrying capacity of 32 tons, had still more 
recently constructed fifty similar trucks with a 
carrying capacity of 40 tons. Accordingly, the 
directors' objection to large waggons appeared 
to the shareholders' committee to be founded on 
conceptions which experience had begun to 
displace. 

The committee concluded by stating that a 
great improvement could be made with the 
existing waggons by increasing the train load. 
Upon the use of larger waggons, however, depends 
the more effective increase of the train load, and 
all the resultant economy to capital and revenue. 
Larger waggons will enable traffic to be carried 
in as few trains as possible, thereby reducing the 
unnecessary congestion of trains which in the 
past has involved heavy capital outlay upon 
widenings ; will diminish the number of loco- 
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motives needed to move the smaller number of 
trains, thus effecting further savings of capital 
and revenue ; will reduce the wear and tear of 
the rolling stock, and of the road-bed, thus 
reducing the cost of maintenance ; and will 
secure that the traffic can be worked with a 
smaller staff, which will reduce the wages bill. 
For all these reasons we must continue to urge 
this reform upon your consideration. 

The most important matter which had been 
under consideration was that having reference to 
railway accounts and finance. The boaid having 
had in their hands for a month a formal com- 
munication on the subject, deliberately replied in 
such a manner as cannot fail to meet with 
universal condemnation, seeing that the startling 
pronouncement had emanated from the board- 
room of the best conducted railway company in 
Britain. The committee having merely stated 
in the first instance in general terms that the 
method of accounts in use in America was much 
more detailed and thorough than has hitherto 
been followed in England, and that the American 
method, by enabling the causes of loss and 
gain to be located with accuracy, affords a 
valuable guide to the administration and manage- 
ment of the line, received the reply of the 
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board expressed in the following nnsatisfactory 
words : — 

With regard to the American system of pub- 
lishing accounts, we are of opinion that no good 
result would be obtained by the shewing of 
accounts other than those which are published 
half-yearly, in the form prescribed by legislation. 
There appears to be an unfounded belief that the 
information of the directors as to the working of 
the undertaking is limited to the information 
contained in the half-yearly accounts, and that 
they have no means of testing the economy and 
efficiency of working beyond the figures which 
appear in this account. We need hardly tell you 
that this is not the case, and that, although the 
English companies do not prepare statistics 
applicable to the whole line upon the elaborate 
basis of the American accounts, yet all the 
information which is desirable or necessary is 
available and utilised for testing the working of 
their systems. 

The absolute worthlessness of British railway 
accounts and statistics^ on account of the im- 
proper secrecy, and suppression of truth, which 
is maintained throughout them, and their general 
inadequacy is universally admitted and recog- 
nised by all those railway experts and authorities 
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i{ on both sides of the Atlantic, who have specially 

studied and written upon them. All these 

writers have unequivocally declared that these 

defects represent the most objectionable blemishes 

^jj I and evils, which tarnish British railway manage- 

-mf III !; ment. The views of the North Western board 

being thus so utterly at variance with those 
which are popularly held by the entire railway 
I; ; world, it is satisfactory to find, that the share- 

holders' committee dealt vigorously with this 
vital matter in their reply to the board, which 
was as follows : — 

Your statistics, though in your opinion aa 
complete as is necessary, are admittedly not a& 
detailed as those in use in America. But this in 
itself is an admission of serious importance, first 
because American authorities hold that those 
very statistics have contributed to securing great 
results and to maintaining their high profits ; 
and, secondly, because the American system of 
statistics is now being introduced into this country 
by the boards of the more progressive railway 
companies here. We are naturally anxious that 
our company should not fall behind other 
companies in this country in a matter so vital 
to the most efficient management. It is un- 
necessary to show by any elaborate argument 
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that detailed information as to receipts and costs 
in any business is essential to good management. 
From an examination of the accounts it appears 
that, excluding from expenses rates and taxes as 
matter largely beyond the immediate control of 
the company, the ratio of expenses to gross 
earnings in 1870 was 44*16 per cent. In the 
accounts most recently available that figure has 
risen to 59"33 per cent. To put the matter in 
another light, in 1870, out of every 20s. received 
by the company it spent 8s. lOd. Now out of 
every 20s. received it spends lis. lOd. There is 
a rise of 3s. in expenses for every £1 of receipts. 
Hence the overwhelming need, in the case of 
the London and North Western railway, for 
scrutinising every detail of the working by 
means of the most accurate aud precise statistics, 
«o as to accurately locate the causes of loss, and 
discover exactly in what section of the line, in 
what classes of traffic, in what methods of 
handling it, and in what division or sub-division 
of management those causes arise. Until this is 
done no effective remedies can be applied or 
economies introduced ; and only when it is done 
will it be possible to combat this alarming rise in 
the ratio of expenses to earnings, to eliminate 
every wasteful process, to develop every means 
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of profit to the utmost, and to accomplish, the 

task of giving, in proportion to the growing 

Ij! density of your traffic, a steadily improved 

service to the public and a steadily increased 
dividend to the shareholders. 

Upon the question of statistios we will pre- 
sume to add that not only should these statistics 
exist in your office for daily use, but they should 
be published yearly with your accounts. Such 
a course would substitute a healthy and useful 

I n competition for that unhealthy and mischievous 

competition now in vogue. Instead of com- 
peting to snatch half a ton of traffic from a rival, 
general managers would have to compete in the 
efficiency of loading their trains and handling 
their traffic. If every year a comparison could 
be instituted between railways in respect of 
these vital matters of good management, the 
shareholders would not only cease to be left in 
the dark as to the practical management of their 
property, but would reap the benefit of such a 
competition in increased dividends. For these 
reasons we view with grave anxiety, on the one 

I ! . hand, your disinclination for more exact figures 

which are the instrument of true economy, and, 
on the other, your vast and apparently endless 
capital expenditure, upon the desirability of 
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which the shareholders have hitherto been in a 
position to place no check. 

In conclusion, we beg leave to say that, while 
our first concern is with our own property and 
the increase of our dividends, no improvement 
in these respects can take place without a corre- 
sponding benefit to the public, in a better 
railway service and a more equal distribution of 
its advantages. Nor does the question we have 
opened stop at the premier railway of England, 
or the example it could set before all other com- 
panies. Railway transport affects every industry, 
and its reform is of the first importonce to the 
commercial prosperity of the country. 

This important document was subscribed by 
the following members of the shareholders' 
committee, viz. : — W. Burdett-Coutts, Esq., M.P., 
Lord Brassey, The Hon. George Peel, Nathaniel 
Spens, Esq., Richard Green, Esq., and Sir John 
Gilmour, Bart. 

Having regard to the marvellous rapidity with 
which improvements and startling inventions, 
affecting railway enterprise in every direction, 
now follow each other, it is strange indeed at 
this late hour to find, that the principal officers 
of such a line as the North Western, being the 
leading railway of the Kingdom, should thus 
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have declared themselves to be the most stren- 
uous opponents to important and necessary 
I y reforms, the advocacy of which was so stoutly 

J I maintained by their shareholders' committee. 

It is far more surprising that the same 
company should also persistently oppose the 
introduction of automatic couplings on English 
railways ; notwithstanding the pecuniary and 
humane advantages and benefits, which the 
shareholders, and employes of American railways. 
In and the people themselves, are clearly proved to 

have derived from their ad'option in America. 

The economies which would be effected in 

working with automatic couplings, are clearly 

I; proved to be far in excess of what the interest on 

the cost of equipment would amount to ; the 
British public on the whole, are keenly inter- 
ested as to the safety of their railway servants ; 
the railway companies, and waggon owners, 
profess to be eager as to the improvement of 
their coupling arrangements ; declaring that the 
cost of fitting shall not stand in the way, or delay 
VA their equipment ; whilst the main difficulty is that 

(' ' of selecting, from hundreds of inventions, that 

I coupling which is most suitable for application, 

on all the existing waggon stock of the companies 
and private owners. 
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The Board of Trade consider that the selection 
of the best coupler is a matter in which they are 
not concerned ; and they, Macawber-like, are still 
looking heavenward or in some other direction, 
in expectation of, and waiting for, the waggon to 
tnm up, properly coupled for them ; whilst 
death snatches its hundreds, and the hospitals 
their thousands, of victims annually, bereaved 
wives and fatherless children meanwhile being 
plunged in suffering and despair. 

At the end of this volume will be found 
illustrated descriptions of several good automatic 
couplings, in the language used by the inventors, 
and upon which the author does not venture 
to express any opinion whatever. They are 
introduced solely for the information of the 
reader. 



r; i 



1 

I 

II 
(•J 



II ! 



il 



'•t 
It 

I'l'i 



1-1 

■ii 



I'd 



APPENDIX. 



LIST OF THE DIRECTORS OF THE EIGHT 
PRINCIPAL ENGLISH RAILWAYS 
REFERRED TO IN THIS WORK. 



Note. — The director against whose name an 
asterisk • is prefixed has only one seat on a 
railway board, and is not concerned officially in 
the maiiagement of any other public company. 
There are 24 such directors in this list. 

Every other director has two or more seats on 
railway or other boards of direction. 

Where a number is prefixed to the name of a 
director, it indicates the number of seats on boards 
which are held by that director. This observation 
applies only to such directors as hold five or 
more seats on such boards. They are 31 in num- 
ber, constituting one quarter of the whole number 
of directors of the eight Companies. 

♦ The Duke of Suthbrland, Stafford House, St. James' 

London, S.W. 

♦ Earl Cawdob, Pembroke. 

♦ The Earl of Cobk, Frome. 

The Right Hon. Earl Gkby, Howick Lesbury, Northumber- 
land. 

The Right Hon. Lord Belpeb, Kingston Hall, near Derby. 
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6 Lord BusTACB Gascoynb Cecil, 111, Baton Square, S.W., 
and Lytchett Heath, Poole, Dorset, 

6 The Right Hon. Lord Colvillb op Culboss, K.T., 42, 
Eaton Place, S.W. 

6 The Right Hon. Lord Cottbslob, 43, Baton Square, S.W. 

* The Right Hon. Lord Db Ramsby, Ramsey Abbey, 

Huntingdonshire, and Haverland Hall, Norwich. 

9 The Viscount Duncannon, C.B., 17, Cavendish Square, W. 

6 The Right Hon. Lord Farbbb, Abinger Hall, Dorking. 

6 Lord Claud John Hamilton, 4, Hans Mansions, Basil 
Street, S.W. 

The Lord Hbnby Nbvill, Bridge Castle, Tunbridge Wells. 

9 The Rt. Hon. Lord Rathmoeb, The Oaks, Wimbledon, S.W. 

The Right Hon. Viscount Ridley, M.P., Blagdon, North- 
umberland. 

The Right Hon. Lord Stalbbidgb, 32, Queensborough 
Terrace, Bayswater, W. 

Robbbt a. Allison, M.P., Scaleby Hall, Carlisle. 

Alpbbd Baldwin, Bsq.,M.P., Stourport. 

Right Hon. Wm. W. B. Bbach, M.P., Oakley Hall, Basing- 
stoke, Hants. 

Albebt Bbabsby, Bsq., M.P., Chipping Norton. 

6 The Hon. Reginald A. Capbl, Money Hill, Rickmansworth. 

The Hon. Cecil Duncombb, Nawton Grange, York. 

* Fbedbbick Wm. Fison, Bsq., M.P., Qreenholme, Burley- 

in-Wharfedale, Yorkshire. 

* Sir Bdwabd Gbby, Bart., M.P., Falloden, Northumberland. 

Sir Wm. Henby Houldswobth, Bart., M.P., 49, Spring 
Gardens, Manchester. 

The Hon. A. H. Holland-Hibbbbt, Munden, near Wat- 
ford, Herts. 

The Right Hon. Wm. L. Jackson, M.P., Allerton Hall, 
Chapel Allerton, near Leeds. 

* Sir James Joicey, Bart., M.P., Longhirst Hall, North- 

umberland. 
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I 6 Sir Jahbs Kitbon, Bart, M.P., Gledhow Hall, Leeds. 

I 6 The Hon. Chablbs K. Lawbengb, 23, Eaton Square, 

j London, S.W. 

i * Hbnry C. Lbigh-Bbnnbtt, Esq., M.P., Thorpe Place, 

;| Ghertsey, and 61 , Elm Park Gardens, S.W. 

* Evan Henry Llewellyn, Esq., M.P., Bristol. 

* Sir John T. D. Llewellyn, Bart, M.P , Swansea. 

Colonel Ameliub Rd. M. Lockwood, M.P., Bishop's Hall, 
Bomford. 

The Right Hon. Walter H. Long, M.P., Trowbridge, 

Gerald Walter Erhkine Loder, Esq., M.P., 48, Gadogan 
Square, S.W, 

The Hon. Wm. Lowther, Lowther Lodge, Kensington 
Gore, S.W. 

The Right Hon. Wm. G. B. Macartney, M.P„ Glogher 
Park, Glogher, co. Tyrone. 

5 David McIvbr, Esq., M.P., Liverpool. 

Sir F. T. Mappin, Bart., M.P., Thombury, Sheffield. 

* Sir H. M. Meysby-Thompson, Bart., M.P., Kirby Hall, York. 

Sir Joseph W. Pease, Bart., M.P., Hutton Hall, Guig- 
borough. 

John Penn, Esq., M.P., 22, Carlton House Terrace, S.W, 

Sir B. Simeon, Bart., M.P., Swainston, Newport, I.W., and 
19, Wilton Crescent, S.W. 

* The Right Hon. John L. Wharton, M.P., Bramham, 
Boston Spa, R.S.O. 

Colonel Rob. Williams, M.P., Bridehead, Dorchester, and 
1, Hyde Park Street, W. 

Sir Wm. Henry Wills, Bart., M.P., Bristol. 

* Rear- Admiral The Hon. Thomas Seymour Brand, Glynde 
Sussex. 

5 Lt.-ColoDel The Hon. Henry Walter Campbell, 
44, Charles Street, Berkeley Square, W. 

Colonel The Hon. Chablbs E. Edgcumbe, Plymouth. 

Colonel Sir R. Nigel F. Kingscote, K.C.B., Wotton- 
under- Edge. 
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Brigr.-General Lewis Vivian Loyd, 66, Bgerton Gardens, 
London, S.W. 

Colonel Wm; Thomas Maeiks, 1, Lowther Gardens, 
Princes Gate, S.W. and Rotherfield Court, Henley-on- 
Thames 

Sir LOWTHIAN Bbll, Bart, Boanton Grange, Northallerton. 

* Sir Wm. Bibt, The Hermitage, Snaresbrook, Essex. 

6 Sir Thomas Bbooeb, Bart, Armitage Bridge, near 
Hnddersfield. 

9 Sir David Dale, Bart., West Lodge, Darlington. 

* Sir Andbew Faibbaibk, Askham Grange, York, and 39, 

Portland Place, W. 

5 Sir Fbangis Kkollts, K.C.M.G., E.C.B., Marlborough 

House, S.W. 

Sir Abthub Tbedgold Lawson, Bart., Weetwood Grange, 
Leeds 

The Bight Hon. Sir Massey Lopes, Bart., Plymouth. 

Sir EVJSTBY Oaklet, S7, Chester Terrace, Regent's Park, 

N.W. 

The Bight Hon. Sir Abthub Otway, Bart., 34, Eaton 
Square, S.W. 

8 Sir Ebnest Paget, Bart., Sutton, Bonington, Lough- 
borough. 

Sir Wyndham Pobtal, Bart., Malshanger, Basingstoke, 
Hants. 

8 Sir Allen Sable, Green Hayes, Banstead. 

Sir Chables Sgotteb, Surbiton Hill Park, Surrey. 

6 Sir Henby Whatley Tyleb, Linden House, Highgate 

Boad, N.W. 

Sir Hekby Wiggin, Bart., Metchley Grange, Harbome, 
near Birmingham. 

Sir H. L. Wateik Williams- Wynk, Bart., Banbon. 

Sir Lindsay Wood, Bart., The Hermitage, Chester-le-Street. 

* Gustav Behbens, Esq., J.P., 36, Princes Street, Man- 

chester. 

Fbank Bibby, Esq., J.P., Shrewsbury. 






240 



5 John Batesoh, Esq., J. P., Bmsworth, Wavertree, Liverpool. 

Thos. Isaac Bebkin, Esq., J. P., Bestwood Lodge, Arnold, 
Nottingham. 

6 John Albert Bbtght, Esq., J. P., One Ash, Rochdale. 

♦ John C. Cabtbb, Esq., J. P., 43, Sussex Grdn8.,HydePark,W. 
Philip Henry Chambebs, Esq., J.P., Rhianva, Rhyl. 

6 Alfred Fletcheb, Esq., J. P., Allerton, Liverpool. 

Abbaham Bbiogs Fosteb, Esq, J.P., Canwell Hall, 
Tamworth and Queensbury, near Bradford. 

John Fosteb, Esq., J.P., Coombe Park, Pangbourne and 
Queensbury, near Bradford,. Yorkshire. 

5 William Gbant, Esq., J.P., Monckton House, Alverstoke, 

Hants. 

Wm. Cbesswell Gbay, Esq., J. P., Tunstall Manor, West 
Hartlepool. 

T. J. Hare, Esq., J. P., Lyne Grove, Virginia Water, Surrey. 

6 William Unwin Heygate, Esq., J. P.. Roecliffe, Lough- 

borough. 

6 H. Tylston Hodgson, Esq., J.P., Harpenden, Herts. 
6 Alexandeb Hubb^bd, Esq., J.P., Ealing. 

Sir James liAlNG, J.P., Tnornhill, Sunderland. 

Miles McInnes, Esq., J. P., Rickerby, Carlisle. 

6 Josh. Tbubman Mills, Esq., J. P., Stockgrove, Leighton 
Buzzard. 

Charles Mortimer, Esq., J. P.. Wigmore, Capel, Surrey. 

9 Charles Grey Mott, Esq., J.P., Harrow Weald, Middlesex. 

Edward Nettlepold, Esq., J.P., Penryn, Edgbaston, 
Birmingham. 

' Francis Richard Pease, Esq., J. P., 17, Lancaster Gate, 
London, W. 

John Francis Holcombe Read, Esq., J.P., Lytton 
Lodge, South Woodford. 

* William Benson Richardson, Esq., J.P., Burn Hall, 

Essingwold 

Fbank Shuttlbwobth, Esq., J.P., Old Warden Park, 
Biggleswade and Lincoln. 
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♦ Lewis Bandlb Starkey, Esq., J.P., Norwood Park, 

Southwell, Notts. 

Heney Tennant, Esq., J.P., Holgate Hill House, York. 

8 Chaeles Thomas, Esq., J. P., Stoke Bishop, Bristol. 

Henby Ward, Esq., J. P., Rodbaston, Penkrldge, Stafford. 

RsaiNALD WiGRAM, Esq., J.P., AUerton House, Chapel 
Allerton, near Leeds. 

Arthur Wilson, Esq., J. P., Tranby Croft, Hull. 

8 John Pares BickbrstetH; Esq., Grove Mill House, Wat- 

ford, Herts. 

♦ Charles Booth, Junr., Esq., Otterspool Bank, Liverpool. 

Ralph Brocklbbank, Esq., Haughton Hall, Tarporley. 

John Clbghorn, Esq., 3, Spring Gardens, London, 8.W. 

Richard Coller, Esq., 81, Holland Park, Kensington, W. 

Edward Coward, Esq., Heather Lea, Bowdon, Cheshire. 

Wm. Edward Dorrington, Esq., 101, Pori;land Street, 
Manchester. 

Hugh Williams Drummond, Esq., Syon House, East 
Budleigh, Devon. 

Edmund Beckett Fabeb, Esq., The Old Bank, Leeds. 

A. Fbedk. Govett, Esq., Laleham, Staines, and 18, Albert 
Hall Mansions, S.W. 

♦ William Henry Hodges, Esq., Derby. 

Fredk. J. Macaulay, Esq., Averstoke, North Side, 
Clapham Common, S.W. 

9 Charles Colin Macrae, Esq., 39, Onslow Gardens, 

South Kensington, S.W. 

♦ James Walker Oxlby, Esq., Spenfield, Weetwood, near 

Leeds. 

S. Earnest Palmer, Esq., 10, Grosvenor Crescent, S.W. 

♦ John Wm. Pease, Esq., Pendower, Newcastle-on-Tyne. 

6 Lesley Charles Probyn, Esq., 79, Onslow Square, S.W. 
Waltee Robinson, Esq., London. 
Archd. Scott, Esq., South Bank, Surbiton, Surrey. 
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Brighton Railway Company. 

Dividends paid on the Deferred Stock between 
the years 1875 and 1901 :— 



Ybab. 


Bate. 


Amount, 




1875 


4 per cent. 


£39,881 




1876 


4 


52,274 




1877 


H 


74,436 




1878 


H 


99,276 




1879 


6 


94,488 




1880 


7 


119,041 




1881 


5| 


95,241 




1882 


2| 


49,403 




1883 


3 


56,803 




1884 


3 


64.135 




1885 


2f 


60^346 




1886 


4i 


96,085 




1887 


6 


117,555 




1888 


H 


124,678 




1889 


H 


202,019 




1890 


8 


197,882 




1891 


7 


173,339 




1892 


7 


173,493 




1893 


61 


146,559 




1894 


6 


153,177 




1895 


6 


154,209 




1896 


6f 


174,212 


- 


1897 


7 


182,190 




1898 


6i 


178,253 




1899 


64 


175,383 




1900 


4i 


116,077 




1901 


3i 


96,491 
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Forms op Accottnts directed by The Regulation 
of Ratilways Act, 1868, Section 3, to be prepared 
and printed and issued to the Shareholders 
prior to each Half -Yearly Meeting of the Com- 
pany being held. 

[No. 9.] 
Dr. Bbvknub Account. Cr, 



Half- 
Year 
end'd 



SXPBNDITUBE. 



;;i 



To mainten 

anceof Way, ( .^5*® . 

Works, aiTd f^'*^ 

Stations ... ) 
„ Locomotive \ ^ ^ 

Power - ... j 
,y Garriageand \ 

Waggon Re- > do. C. 

pairs ... ) 

"f^^' ... t d- ^- 

„ Law charges 

„ Parliamentary Bz- 

penses 
,, Compensation (Acci 

dents and Losses) . 
„ Rates and Taxes . 
,, Government Duty . 
., Special and Miscel 

laneons 
,. Expenses (if any) . 

*' Balance carried toNet 
Revenue Account 



£B.d 



Half- 
Year 
end'd 



BBCEIPTB. 



By Passengers 
,, Parcels, Horses, 

Carriages, &c. 
„ Mails ... 

„ Merchandise 
,. Live Stock 
„ Minerals 

„ Special and Mis- 
cellaneous Re 
ceipt — 

Such as Ndvi- 
gationSfSteam 
hoots, Rents, 
Transfer Fees, 

Details, 



£8.d. 



A 



£8.d. 



'^^rauBnT^ 
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[No. 12.] 



Ball- 

Y«ar 

ended. 



Abstract. 

Maintenance of Way, Works, &c. 



Salaries, Office Expenses, and General 

Superintendence 

Maintenance and Bencwal of Perma- 



••• ••• 



• •• • •• 



nent Way 
Wages 
Materials ... 



Repairs of Roads, Bridges, Signals 
and Works ... 



£ 8.d. 



& s.d. 



... ... 



Repairs of Stations and Buildings ... 
Special Expenditure (if any) 

Miles Maii^tained 



Double 
Single 
Total 



••• • •• 



■ • • 4 



• •* ••• ••* ••* 



Total 
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B. 



Locomotive Power. 



Half 

Year 

onded. 



Salaries, Office Expenses and General 
Superintendence 

Running Expenses :— 
Wages connected with the working 

of Locomotive Engines ... 
Coal and Coke 

W 8*1/6 A ••* ••. ... ... 

Oil, Tallow, and other Stores 
Bepaibs and Renewals :— 

vT m||^VC9 ••• ••• ••• ••• 

Materials 

Special Expenditure 





£ 


i. 


d. 


ral 
... 








• •• 








• •• 








• •• 








• •• 








• •• 








• •• 








• •• 




£ 









£ 8. d. 



C. Repairs and Renewals of Carriages and Waggons. 



Half 










Y«ar 






£ «. d. 


£ «. d. 


ended. 


Cabbiages :— 














Salaries, Office Expenses 


and 








General Superintendence 


... 








Ak tj9 ••• ■•• ••• ••• 


... 








Materials 


. . 








Waggons :— 










Salaries, Office Expenses 


and 








General Superintendence... 


... 








* "^ **o *** ••• ••* ••• 


... 








Materials 

Total... 


... 

... 
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[No. 4.] 

Rbcbipts and Expbnditttrk on Capital 
Dr. Account. Cr. 






Amount Ex- 
pendended to 


Amount Ex- 
pended during 
Half Year. 


Total 


- 


Amount Be- 
oeired to 


pa 


TotaL 




£ «. d. 


£ «. d. 


£ «. d. 


£ «. d. 


£ «. d. 


£ «. d. 


To Expendi- 








By Receipts — 




$ 




ture — 








Shares and 








On Lines 








Stock, per 








open for 








Account 








Traffic (No. 








No. 2 








6.) ... 








Loans, per 








On Lines in 








Account 








course of 








No. 3 








construction 








Debenture 








(No. ft) ... 
Working 








Stock, per 














Account 








Stock (No. 








No. 3 








5) ••• ... 








Sundries (in 








Subscrip- 








detail) 




- 




tions to 
















other Bail- 
















ways (No.5) 
















Docks, 
















Steamboats, 
















and other 










- 






special 
















Items (No. 
















Oy •*• ... 
















To Balance ... 








- 
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[No. 13.] 
Gbnbral Balanob Shbbt. 



Gr. 



i» 



>» 



If 

If 



To Capital Acooniit, 
Balance at Credit 
thereof, as per Ac- 
count No. 4 
n Net Bevenne Ac- 
count, Balance at 
Credit thereof, as 
per Account No. 10 

Unpaid Divi- 
dends and Interest 

Guaranteed Divi- 
dends and Interest 
payable or accru- 
ing and provided for 

Temporary Loans 

Lloyd^s Bonds and 
other obligations 
not included in 
Loan Capital State- 
ment, No. 3 

Balance due to 
Bankers ... ... 

„ Debts due to other 
Companies 
„ Amount due to 
Clearing House ... 
„ Sundry Outstand- 
ing Accounts 

Fire Insurance 
Fund on Stations, 
Works and Build- 
ings ... ... 

Insurance Fund on 
Steamboats 
Special Items 



£ 



%> 



»» 



>» 



£ A d. 



>» 



>» 



>» 



By Cash at Bankers 
— Current Account 
„ Cash on Deposit 
at Interest 

Cash invested in 
Consols and Gov- 
ernment Securities 

Cash invested in 
Shares of other 
Railway Compan- 
ies not charged as 
Capital Bxpendi- 
wure ... ... 

General Stores — 
Stock of Materials 
on hand ... 

Traffic Accounts 
due to the Com- 
pany 

Amounts due by 
other Companies. . . 

Amounts due by 
Clearing House ... 
Amounts due by 
Post Office 
Sundry Outstand- 
ing Accounts 
Suspense Accounts 
(if any) to he 
enumerated 
Special Items ... 



il 



£ «. 4. 



I 



"^#57; 




i' ill! 
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II 



M )'■ 






■H " 






■: 



r. 



I*; 



1 -ii 



■)'■. 

;■!!!• !' 



248 

Brighton Railway. 

Statement of Capital Expenditure on Rolling 
Stock, Machinery, &c., for the years 1873 to 
1900 inclusive. 







Ooaobing 




Year. 


Engines. 


and 
Merchandize. 


Machinery, fto. 




£ 


£ 


£ 


1873 


38,8B0 


30,566 


5,063 


1874 


41,840 


40,805 


2,298 


1875 


30,800 


68,062 


— 


1876 


36,400 


106,320 


1,658 


1877 


42,800 


55,576 


2,795 


1878 


40,200 


72,238 


6,235 


1879 


42,600 


95,265 


3,159 


1880 


87,800 


217,867 


15,170 


1881 


67,765 


182,312 


17,816 


1882 


48,880 


44,616 


3,168 


1883 


29,023 


7,748 


887 


1884 


— 


6,336 


— 


1885 


— 


2,859 


— 


1886 


— . 


2,687 


— 


1887 


.— 


2,388 


— 


1888 


_- . 


2,154 


— 


1889 


__ 


3,450 


— 


1890 


_ 


7,936 


-^ 


1891 


— 


14,212 




1892 


16,347 


6,573 


864 


1893 


35,492 


4,658 


395 


1894 


27,242 


5,086 


421 


1895 


11,403 


102,808 


— 


1896 


12,473 


27,603. 


— 


1897 


9.051 


44,477 


475 


1898 


9,168 


76,621 


3,875 


1899 




13,894 


902 


1900 


71,769 


140,696 


5,608 




649,333 


1,374,813 


70,689 

1,374,813 

649,333 








Sundry 


other items ... 


3,040 




£2,097,875 



General Summary. 

1873 to 1882 £1,388,354 

1883 to 1892 ... 103,464 

1893 to 1900 603,017 

Sundries 3,040 

£2,097,875 



.//■ 
J.- 



249 



THE RAILWAY COMPANIES ACT, 1867, 

Section 30. 

I 

8. 30. 30. No dividend shall be declared by a com- 

tuditof paiiy until the auditors have certified that the 
JjJJJSJg. half-yearly accounts proposed to be issued 
contain a full and true statement of the financial 
condition of the company, and that the dividend 
proposed to be declared on any shares is bond 
' fide due thereon after charging the revenue of 

the half-year with all expenses which ought to 
be paid thereout in the judgment of the auditors ; 
but if the directors differ from the judgment of 
the auditors with respect to the payment of any 
such expenses out of the revenue of the half- 
year, such difference shall, if the directors 
desire it, be stated in the report to the share- 
holders, and the company in general meeting 
may decide thereon, subject to all the provisions 
of the law then existing, and such decision shall 
for the purposes of the dividend be final and 
binding ; but if no such difference is stated, or 
if no decision is given on any such difference, 
' the judgment of the auditors shall be final and 

binding ; and the auditors may examine the 



'■t, 

11. 



I' Vl 

11, ■•" 

(;! i. 1 



I.,. , 






X 



250 



books of the company at all reasonable times 

and may call for such farther accomits, and such 

f, I: j* vouchers, papers, and information as they think 

fit, and the directors and officers of the company 
shall produce and give the same as far as they 
can, and the auditors may refuse to certify as 
aforesaid until they have received the same ; and 
the auditors may at any time add to their certifi- 
cate, or issue to the shareholders independently 
at the cost of the company, any statement respect- 
ing the financial condition and prospects of the 
company which they think material for the 
information of the shareholders. 
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Brighton Railway Company. 

STATEMENT OF AMOUNTS CHARGED TO 
CAPITAL ACCOUNT IN OPPOSITION TO 
THE OPINIONS OF THE ACCOUNTANTS 
AND AUDITORS THAT THE SAME 
WERE REVENUE CHARGES. 

24th January, 1868. — The professional 
accountants called attention to two sums of 
expenditure on abandoned lines of the company 
which they considered objectionable, adding that 
" with the exception of materials of trifling value 
" there will be nothing, if the construction of the 
" lines be not hereafter resumed, to represent 
** this outlay and they will in our opinion be 
" properly revenue charges." — From the 
Professional Accountants^ Report, 

"15th July, 1868. — We desire, however, to 
" draw attention to two items in the balance 
" sheet. Amongst the sums due by other 
"companies, is an amount of £25,171. 2s. 3d. 
" due by the London, Chatham and Dover 
" Railway, which will be registered in the Court 
" of Chancery, as a claim against that company ; 
" this is taken as a good asset, although it is 
" doubtful whether it can be considered as such. 
" There is also included among the assets, as in 
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I ■ J " the last, and in some previous half-years' 
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llii i; " accounts, a sum of £69,195. 2s. Id. as * Permanent 

% I " ' Way Improvement Account.' This sum 

" represents expenditure incurred some years 
" back, in the renewal of the permanent way. 
" Provision should be made for its extinction." 
From the Professional Accountants^ Report 

"20th January, 1869. — The sum of 
" £69,195 2s. Id. hitherto appearing in the 
" balance sheet as an asset, termed Permanent 
" Way Improvement Account, has been charged 
" to capital, in accordance with a resolution of 
" the last half-yearly general meeting." — From 
" the Auditors^ Report 

" 19th January, 1871. — ^We are of opinion that 
" the loss on the account with the London, 
** Chatham and Dc»ver Railway Company, under 
"the award of the Arbitrators estimated at 
" £20,750, is a charge against revenue." — From 
the Report signed by the Auditors and Pro- 
fessional Accountants. 

"18th January, 1871. — As arranged with the 
" Auditors, a special resolution will be moved for 
" charging to capital, a loss which will ensue on 
" this company's Account with the London, 
" Chatham and Dover Railway Company. This 
" comes within the same principle upon which 
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" the directors have acted, with the sanction of 
" the Proprietors, of drawing a line on the acces- 
" sion to office of the present board, in 1867, 
** before which all dividends improperly paid out 
" of capital, were to be treated as bygones, and 
" no attempt made to rectify the accounts, by 
** keeping the ordinary shareholders out of 
" dividends. ^A sum of £33,750, assumed to be 
" due by the Chatham Company, was divided in 
** dividend prior to 1867, although it had never 
" been received, and the exact loss could not be 
" ascertained until recently, owing to the 
" unsettled state of the Chatham Company's 
" affairs. The result of the first award of the 
" arbitrators, under the Chatham Act, has been 
" to give this Company stock at the present 
" market value about £13,000, in respect of 
"£28,750 of this debt, which is practically 
"the recovery of about 9s. in the £, on a 
" debt of doubtful realization. By writing off 
" the balance to capital, no additional charge will 
" fall on the Company, either for interest or 
" dividend." — From the Directors* Rep ortl\ 

"12th January, 1880. — In addition to the 
" regular net revenue of the half year a profit of 
" £20,846 has accrued from the sale, at an 
" increased value of the Company's stock of old 
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I! " rails. As these rails had been written down 

■i 

" out of revenue, this is a legitimate profit ; but 
i '^ as it is of an exceptional nature, it is thought 

*' more prudent not to use it all for the purpose 

" of adding to the dividend of one particular 

]{ " half year, but to take advantage of it for the 

i "purpose of augmenting the insurance fund 

" against losses from fire or compensation for 
" accidents. These are always of an uncertain 
" amount, and although the risk of accidents has 
" been greatly diminished by the adoption of 
" the block system and other improvements, it is 
" always possible that in some half-year the 
" amount of compensation might be exceptionally 
" large, so as to disturb the reasonable expectation 
" of dividend based on the traflfic." — From the 
Directors^ Report 

SUMMARY OF AMOUNTS CHARGEABLE 

TO REVENUE. 

Losses by lines abandoned £227,061 

London, Chatham and Dover debt ... 25,171 

Permanent Way Improvement ... 69,185 

Loss under Chatham Award 20,750 

Proceeds of old rails improperly trea- 
ted BJB-pro^t 20,846 

Loss by disappearance of rolling stock 193,097 



£556,110 
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Brighton Railway Company. 

Comparative Statement as to Passenger Traffic 

of the year 1871, when the proportion which 

working expenses bore to gross revenue was 46 

per cent., with the year 1900, when such proportion 

was 58f per cent. 

Yeab 1871. 
In 1871 the numbers of Passengers carried were as under : — 

First class ... 2,079,514 

Second class ... 2,978,321 

5,067,835 = 24 per cent. 
Third class ... 16,320,136 = 76 „ 

Total number... 21,377,971 

The amounts of the Passenger Fares were : — 
First class ... £256,043 
Second Class ... 247,353 

603,396 - 58 per cent. 
Third class ... 372,931 = 42 „ 

£876,327 



YeAE 1900. 
In 1900 the numbers of Passengers carried were : — 
First class ... 1,862,561 
Second class ... 3,881,043 



5.733,604 = 10 per cent. 
Third class ... 50,036,401 = 90 „ 

Total number... 56 770,005 



The amounts of the Passenger Fares were : — 
First class ... £221,564 
Second class «.. 242,048 



463,612 = 26 per cent. 
Third class ... 1,302,620 = 74 „ 

£1,766,23 2 

K 
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No. 1. Midland Railway Company. 



Statement of Accounts to 31st December, 1900. 



. r 



AOTS OF PABLIiJiBirr. 



Capital Authobised. 



Stock and Shares. 



I 



Additional Powers,1885-6 

Capital Consolidated 

Ditto Powers, 1884 ... 

Dore and Chinley, 1885 ... 

Additional Powers, 1886 ... 

Ditto 1888 ... 

Ditto 1888 ... 

Transfer of Dore and 

Chinley Powers 

Ditto 1889 ... 

Ditto 1889 & 

1891, Bedemption of 

Somerset and Dorset 

DuOCKB ... ... ... ••. 

Additional Powers, 1889 ... 
Transfer of Western Sec- 
tions of Eastern and Mid- 
lands Hallway 
Cheshire Lines, 1889 
Additional Powers, 1890 ... 
Midland Railway, 1891 
Ditto 1892 

Ditto 1893 

T)itto 1894 

Ditto 1895 



63,645,567 

100,000 
600,000 
300,000 
900,000 



8. d. 
6 



LoaoB. 



Total. 











C 





1,000,000 



551,270 



100,000 
1,500,000 
720,000 
1,800,000 
900,000 
600,000 
825,000 



















Forward ...72,941,837 6 

I 



£ s. d. 
18,462,475 13 8 
400,000 

200,000 
100,000 



333,000 



2,190,000 
832,998 10 



33,000 

600,000 

240,000 

600,000 

300,000 

200,000 

108,333 



& 8. 

81,998,042 14 

400,000 

100,000 

800,000 

400,000 

900,000 

1,333,000 



2,190,000 
884,268 10 



133,000 

2,000,000 

960,000 

2,400,000 

1,200,000 

800,000 

433,333 



23,982,807 8 8 



96,931,644 4 
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No. 1. Midland Railway Company— Continued. 
Statement of Accouuts to 31st December, 1900. 



ACTS OF PABLIAMBNT. 



Capital Authorised. 



Stocks and Shares. 



Brought forward .. 
Lidland Bailwaj 1896 ... 
Do. 1897 ... 

Do. 1897 ... 

(Kettering, Thrapston, 
and Huntingdon Bail- 
way Vesting) 
[idland Bailwaj 1898 ... 
Ditto 1898 ... 

(West Biding Lines) 
[idland Bailway 1899 ... 
Ditto 1900 .., 

ortpatrick and Wigtown- 
shire Bailways Trans 
fer, 1885 ... ... 



bminal additions to 

Capital Act of 1889 :— 
Debenture Stock at 4 
per cent, converted into 
3 per cent. 

ct of 1897 :— 

Ordinary Stock converted 
into Preferred and De- 
ferred Stocks 

Guaranteed, Bent Charge 
and Sheffield & Bother- 
ham Stocks, consoli- 
dated and converted 
into guaranteed 2^ per 
cent. Stock 

^Preference Stock at 4 per 
cent, and £11 Shares 

, converted into 2 J per 

, cent. Stock 

pebenture Stock at 3 per 
cent, converted into 
2^ per cent. ... 

XOvO ... ... 

XovO ... ... 

1897 



£ B. d. 

72,941,837 6 

600,000 

960,000 

367,600 



1,500,000 

2,100,000 

2,100,000 

1,800,000 



& s. d. 

23,989,807 3 8 

200,000 

320,000 

113,400 



500,000 

700,000 

700,000 

600,000 



40,177 1 8 



82,369,337 6 



r 



•ft 



35,434,947 8 



6,366,718 14 6 



17,428,915 1 



Loans. 



27,163,884 6 4 



5,862,835 16 6 



141,599,918 4 



5,938,362 10 2 

60,000 

1,666 

40,000 

64,000 



Total. 



a 

96,931,644 

800,000 

1,280,000 

480,900 



2,000,000 
2,800,000 

2,800,000 
2,400,000 



s. d. 

4 2 



















40,177 1 8 



109,532,721 5 10 



6,862,836 16 6 



35,434,947 8 



6,366,718 14 6 



17,428,916 1 



39,130,238 U 



6,938,352 

60,000 

1,666 

40,000 

64,000 



10 







2 







180,730,156 



\ 



Vi- 
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No. 1. Midland Railway Company— Continued. 
Statement of Accounts to Slst December, 1900. 



ACTS OF FARLIAHENT. 



Additional Powers 1886-6 
Capital Consolidated... 
Do. 1884 

Dore and Chinley 1885 ... 
Additional Powers 1885 ... 
"^ Do. do. 1888 ... 

Do. do. 1888 ... 

(Transfer of Dore and 
Chinley Powers) 
Midland Kailway, 1889 ... 
Do. do. 1889 and 

1891 
Redemption of Somerset 
and Dorset Stocks 
Midland Railway, 1889 ... 
Transfer of Western 
Sections of Eastern and 
Midlands Railway 
Cheshire Lines 1889 
Additional Powers 1890 ... 
Midland Railway 1891 ... 



Capital Oreated or Banctioned. 



stocks and Shares. 



Do. 


do. 


1892 ... 


Do. 


do. 


1893 .. 


Do. 


do. 


1894 ... 


Do. 


do. 


1895 ... 


Do. 


do. 


1896 ... 


Do. 


do. 


1897 ... 


Do. 


do. 


1897 ... 



Kettering, Thrapston 
and Huntingdon Railway 

Vesting 

Midland Railway, 1898 ... 

Do. do. 1898 ... 

West Riding Lines 

Midland Railway, 1899 ... 

Do. do. 1900 ... 

Forward ... 



£ 8. d. 

63,545,567 6 

100,000 

600,000 

300,000 

900,000 



1,000,000 



Loans. 



651,270 



100,000 

1,500,000 

720,000 

1,800,000 

900,000 

600,000 

325,000 

600,000 

960,000 

367,500 



1,500,000 
2,100,000 

2,100,000 



80,569,337 6 



£ 



8. d. 



18,452,475 13 8 

400,000 

200,000 

100,000 



833,000 



2,190,000 
332,998 10 



33,000 

600,000 

240,000 

600,000 

300,000 

200,000 

108,333 

200,000 

320,000 

113,400 



700,000 



25,323,207 3 8 



Total 



81,998,042 
400,000 
100,000 
800,000 
400,000 
900,000 



1,333,000 



2,190,000 
884,268 



133,000 

2,000,000 

960,000 

2,400,000 

1,200,000 

800,000 

433,333 

800,000 

1,280,000 

480,900 



1,500,000 
2,800,000 

2,100,000 



105,892,544 
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No. 1. Midland Railway Company— Continued, 
Statement of Accounts to Slst December, 1900. 



A ^■■m^i ^vn ^3 a t% t v a %f m%!nvi 


OATITAL ORBATBD OB SAl^CnONBO. 


AOTS OF f ARLIAMBaT. 










stocks and Shares. 


Loans. 




Total. 




£ 8. d. 


£ 8. 


d. 


£ s. d. 


Brought forward ... 


80,669,.837 6 


26,323,207 3 


a 


105,892,644 4 2 


)rtpatrick and Wigtown- 










shire Railways Transfer, 










Xoou ... ... ..• 


— 


40,177 1 


8 


40,177 1 8 




80,569,337 6 


25,363,384 5 


4 


105,932,721 5 10 


^minal Additions to 










Capital (Act of 1889) 










sbenture Stock at 4 per 










cent, converted into 3 


• 








per cent. ... ... .•• 


— 


5,862,835 15 


6 


5,862,835 15 6 


3t of 1897 :— 










Ordinary Stock converted 










into Preferred and 










Deferred Stocks 


35,434,947 8 


•— 




35,434,947 8 


Gaaranteed^eiit Charge 










and Sheffield and 










Botfaerham Stocks 










consolidated and con- 










verted into Guar- 










anteed 2} per cent. 










CXiOC'K ... .•• ••• 


6,366,718 14 6 


— 




6,366,718 14 6 


Preference Stock at 4 










per cent, and £11 










Shares converted into 










2 \ per cent, stock , . . 


17,428,915 1 


— 




17,428,915 1 


Debenture Stock at 8 










per cent, converted 










into 2^ per cent. 


.— 


5,938,862 10 


2 


5,938,352 10 2 


^t, xoVw ... ••• ••• 


— . 


60,000 





60,000 


1, xOvO *•• ... ... 


— 


1,666 





1,666 


,. XoVO ... ••• •.. 


— 


40,000 





40,000 


ii XOvf ... ... ... 


— 


64,000 





64.000 


i 


139.799,918 4 


37,330,238 11 





177,130,166 15 
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No. 3. Midland Railway Company. 

Statement of Accounts to 31st December, 1900. 

Capital raised by Loans and Debenture Stock. 



\ 


Loans at 
SJper 
cent. 


Raised by the issue 

of Debenture Stock at 

2\ per cent. 


Total raised by 

Loans and by 

Debenture Stock. 


Existing at Jane 30th, 1900 
„ Dec. 31st, 1900 


£ 
1,000 
1,000 


£ s. d. 

36,771,100 7 10 

(a)36,003,757 3 10 


£ S. d. 
35,772,100 7 10 
36,004,757 3 10 


Increase ... ... ... 


— 


232,656 16 


232,656 16 


Total amount authorised to be raised by loans and by 
debenture stock in respect of capital created, as 
per statement No. 1 ... ... ... ... ... 

Total amount raised by loans and by debenture stock 
as aoove ... ... ... ..^ ... ... ... 


37,330,238 11 
36,004,757 3 10 

• 


Balance being available borrowing powers at December ) 
31st, 1900, including £352,493 2s. 6d., reserved to 1 
complete the redemption of the Somerset and j 
Dorset Bailway Company's Stocks J 


£1,325,481 7 2 



(a) Receipts on debenture stock as shown in 
J. a Die ^0. 4 ... .*. ... ... ... 

Discount on 2 J per cent, debenture stock 
Nominal addition to capital by conversion of 
debenture stocks, viz. :— 4^ per cent, and 
4^ per cent, into 4 per cent, under Act of 

1874 £125,822 5 

4 per cent, into 3 per cent. 

under Act of 1889 ... 6,862,835 15 6 
3 per cent, into 2\ per cent, 
under Act of 1897 ... 5,780,764 1 7 



£ 



8. d* 



24,093,901 9 1 
140,433 17 3 



11,769,421 17 6 



Total debenture stock as shewn above ... £36,003,767 3 10 
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No. 4.— Midland Railway Company. 

Statement of Accounts to 31st December, 1900. 
Expenditure on Capital Account. 






Amount expended to 
June 30th, 1900. 


Amount expended 
during half-year to 
December 81, 1900. 


TotaL 


To Expenditure : — 


a 8. d. 


£ 8. 


d. 


£ 8. d. 


On lines open for traffic, 










(No. 5) 


74,676,646 5 11 


698,046 15 


1 


76,268,692 1 


On lines in course of 










construction (No, 6) 


1,169,718 19 11 


216,634 12 


9 


1,386,253 12 8 


On lines not commenced 










and in abeyance(No.5) 


180,336 4 


28,443 16 





208,778 16 4 


On Working Stock(No.6) 


15,953,030 7 7 


232,868 13 


9 


16,185,899 1 4 


On subscriptions to other 










Bailways and contri- 










butions to Joint Lines 










viz : — (No. 6) 










Tottenham jc Hampstead 










Junction Railway ... 


230,483 


— 




230,483 


Cheshire Lines 


3,800,491 16 3 


— 




3,800,491 16 3 


Ashby and Nuneaton ... 


279,232 2 9 


72 3 


5 


279,304 6 2 


Sheffield and Midland... 


845,472 3 5 


— 




845,472 3 5 


Bristol Joint Station and 










J-JlUc... •*. .*• 


187,696 2 


_ 




187,595 2 


Great Western and Mid- 










land, viz : — 










Clifton and Bristol 


347,794 19 9 


514 19 


4 


348,309 19 1 


Bristol Port Railway and 










X XcX ••• ••* ••• 


48,924 6 


_ 




48,924 5 


Severn and Wye and 










Severn Bridge Railway 










and Berkeley Branch 


314,816 17 5 


-^ 




314,816 17 5 


Swinton & Knottingley 


386,279 5 7 


—. 




386,279 5 7 


Carlisle Citadel Station 










Goods Relief Lines ... 


163,486 9 7 


_ 




163,486 9 7 


Somerset and Dorset ... 


444,839 11 8 


6,000 





450,339 11 8 


Do. for Redemption 










of Stocks 


1,898,606 11 10 


1,320 





1,899,925 11 10 


GreatMalvern Bxtension 


29,319 4 9 






29,319 4 9 


Portpatrick & Wigtown- 










shire Railways 


85,176 10 2 


604 1 


8 


85,680 11 10 


London and North 










Western and Midland 










Joint Line (Enderby 










Branch) 


24,579 7 5 


-^ 




24,679 7 6 


Tottenham and Forest 










Gate Railway Subscrip- 










tion 


373,980 


_ 




373,980 


Midland and Great 










Northern Joint Lines 


1,494,604 9 


64,904 





1,559,508 9 




10,955,180 8 4 


73,315 4 


5 


11,028,495 12 9 




109,900 


— 




109,900 


OnPurcbase of AshbyCanal 


,102,94?l,ftU "l ^ 


\v.:2.'t"^,^^^ ^ 


"^ 


\ — 



*.NV^V^^\^^ \. >^ 
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No. 4.— Midland Railway Company. 

Statement of Accounts to 31st December, 1900. 

Beceipts on Capital Account. 



By receipts : — 

On Stock and Shares 
per Account No. 2... 

On Loans per 
Account No. 3 ... 

On Debenture Stock 
per Account No. 3... 

Ditto created and 
issued for Redemp- 
tion of Somerset 
and Dorset Stocks 
under Powers of the 
Midland Company's 
Acts of 1889 & 1891 

On Bedemption of 
Mortgages from 
July, 1851 

On cancelled Shares... 

On Premiums on 
Stock and Shares 



Sold 



... .*• ... 



Amount receiyed 
to Jane 30th 1900. 



& 



s. d. 



73,413,723 13 7 



1,000 



22,013,803 9 



1,879,394 11 10 

30,000 

23,873 5 

4,697,842 1 8 



102,059,636 12 10 



Amount received 

during half year 

to December Slst 

1900. 



£ S. d. 
1,288,983 6 



199,383 16 6' 



1,320 0. 



1,489,687 2 6 



jDy j^aiance .*• *.• ••• ... ••• ••. ••• ... ... ••• ... 



Total. 



£ 



8. d. 



74,702,706 19 7 



1,000 



24,093,901 9 1 



30,000 
23,873 5 

4,697,842 1 8 



103,549,323 15 4 

637,695 8 9 

104,187,019 4 1 
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No. 5. 


.—Midland Railway Company. 


Statement of Accounts to 3lst December, 1900. 


Details of Capital Expenditure for half-year ending 




31st December 1900 


. 






lAndand 
OompeDflaUon. 


Oonstmclion of 

Way and Stations, 

including Bails, 

Ac. 


law and 

Parliamentary 

Oharges. 

* 


TotaL 


Lines open for Traffic : 
OolnCi Kemodelling of 


£ B. d. 


£ 8. d. 


£ S. 


d. 


£ 8. d. 












Goods Yard, &c. ... 


8,062 10 


105 10 1 


602 17 


3 


8,770 17 4 


Bingley and Thwaites, 












Widening Line 


919 


20,811 10 1 


106 13 


6 


21,837 3 7 


Thackley, Widening 












Juine ... a.. ... 


dV. 14 8 9 


39,679 14 9 


337 6 


4 


40,002 12 4 


Leeds, Queen's Hotel 












Enlargement 


— 


5,536 17 5 


— 




5,536 17 5 


Leeds, Reconstruction 












of Bridges 


— > 


6,520 8 8 


— 




6,520 8 8 


Waterloo and Stourton 












Widening Line ... 


63 3 


10,544 19 4 


71 11 


11 


10,669 14 3 


Oudworth Loco' Water 












Supply, &c 


— — 


1,669 18 11 


— 




1,669 18 11 


Cudworth and Royston, 












Widening Line ... 


730 1 


17,124 18 1 


125 3 


2 


17,980 2 3 


Wath and Darfield, 




• 








Widening and Ex- 












tensions 


10 6 


13,522 6 8 


— 




13,532 11 8 


Swinton, Widening 












Line, &c 


— . 


2,028 8 11 


6 13 


4 


2,034 2 3 


Masboro' to Royston, 












Widenings 

Masboro*, Engine Shed 


189 18 


20,090 18 2 


30 18 10 


20,311 15 


— 


6,410 19 1 


— - 




6,410 19 1 


Bcclcsall, Engine Shed 


— 


11,606 13 4 


— 




11,606 13 4 


Dore and Sheffield, 












Widening Line 


7,390 3 


43,107 16 


531 





51,028 19 


Beighton and Treeton, 












Widening Line 


1,146 9 9 


2,908 14 i 


92 6 


2 


4,147 10 3 


Liverpool, Sandon 












Dock, Additional 












Goods Accommoda- 












t>ion... ••• ... 


'— 


11,391 17 6 


— 




11,891 17 6 


Manchester, New 












Hotel 


2,039 5 8 


25,813 13 2 


— 




27,852 18 10 


Manchester, Sale of 


• 










Land 


<7r2,472 


_ 


— 




Cr2,472 


Haddon, Ventilation 












of Tunnel 


— 


1,524 2 4 


... 




1,524 2 4 


"Derby, St. Mary's 






- 






Stables, &c. 


— 


2,291 17 9 


— 




2,291 17 9 


Forward ... 


18,054 6 8 


242,691 4 7 


1,903 10 


6 


262,649 1 9 
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No. 5. Midland Railway Company— Continued. 

Statement of Accounts to 31st December, 1900. 

Details of Capital Expenditure for Half-Tear ending 

31st December, 1900. 





Land and 
compensation. 


Construction of 
way and stations 
including rails, 


Law and 

Parliamentary 

charges. 


Total. 




£ s. d. 


& S. 


d. 


£ s. d. 


£ S. d. 


Brought forward 


18,054 6 8 


242,691 4 


7 


1,903 10 6 


262,649 1 9 


Lines open for traflSc : 












Detby, Chaddesden, 












Sidings ... 


— 


6,313 13 





— 


6,313 13 


Derby OflSces 


— 


3,315 


2 


— 


3,316 2 


„ Carriage Stor- 












ing Shed ... 


— 


9,876 6 


1 


— 


9,876 6 1 


Derby Enlargement 












of Workshops 


— 


3,936 12 


7 


— 


3,935 12 7 


Burton, Grain Shed, 




• 








dCv. ••• .■* ... 


— 


13,168 13 


6 


— 


13,168 13 5 


Water Orton, Sidings 


— 


3,064 10 


4 


— 


3,064 10 4 


Castle Bromwich and 












Water Orton, 


■ 








^ 


Widening Line ... 


10 10 


7,392 1 


9 


— 


7,402 11 9 


Saltley, Widening 












Line 


— 


2,295 19 


4 


176 8 1 


2,472 7 5 


Saltley, Extension of 












Engine Sheds, &c.... 


— 


11,798 10 11 


— 


11,798 10 11 


Wash wood Heath, 












Sidings 


— 


6,187 2 


1 


— 


6,187 2 1 


Birmingham, Lawley 












Street, additional 












Goods Accommoda- 












vion... ... ... •■« 


— 


3,498 4 


7 


— 


3,498 4 7 


LifiEord, Enlargement 




• 








of Station 


— 


2,233 16 


5 


— 


2,233 16 5 


Gumos, Engine Shed 


— 


3,231 9 





— . 


3,231 9 


Westerleigh Junction 












Sidings 


230 6 .S 


13,011 7 


6 


•— 


13,241 13 9 


Bristol, Goods Accom- 










• 


modation 


— 


2,881 3 


1 


— . 


2,881 3 1 


Bristol,Lawrence Hill, 












Widening Bridge... 


— 


2,740 6 


5 


— 


2,740 6 5 


Kirkby, Sidings 


— 


1,923 11 


6 


— 


1,923 11 5 


Pye Bridge, New 












Station 


344 


9,877 2 


10 


— 


10,221 2 10 


Toton, Sidings 


^^1 


14,988 5 


7 


— . 


14,988 6 7 


Toton,EngineShed,&c. 


— . 


8,818 18 


2 


.» 


8,818 18 2 


Trent to Clay, Cross, 












Widenings and De- 












viations 


3*625 6 4 


108,900 2 


'6 


662 8 3 


113,087 17 J 


[ Forward ... 


22,164 9 3 


481,142 


9 


2,742 6 10 


606.048 16 1 
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No. 5. Midland Railway Compaisty— Continued. 

Statement of Accounts to 31st December, 1900. 

Details of Capital Expenditure for Half^Year ending 

3lst December, 1900. 



Brought forward 

Lines open for traffic : 

Nottingham, Mans- 
field Junction, 
Sidings 

Nottingham, Widen- 
ing Line 

Nottingham, Sidings 

Nottingham, Stables 

Mountsorrel Junction, 
Sidings 

West Bridge, Fosse 
Road, Bridge, &c. ... 

Leicester, goods ware- 
house, &c. ... 

Kilby Bridge & Wigs- 
ton, Widening line . 

Melton, new roads ... 

Oakhami provender 
stores ... 

Child's Hill, engine- 
men's lodgings, &c. 

Child's Hill, carriage 
storing shed 

Child's HUl, cottages 
for staff 

KentishTo wn ,Electr Ic 
lighting station ... 

^ntish Town, loco* 
Accommodation . . . 

St. *>ancras, goods, &c., 
*^^->mmodation ... 

Stairfc.t & Cudwotth 
Rail^av 

Gloucest4. DoQt 

Branch 
Additional o^;;;^^^ Act 
Mmor Stations 



lAndand 
compensatloiL 


UUUBb£UUUUU UX 

ways and statioBft 
indading rails, 


Law and 

Parliamentary 

charges. 


TotaL 


£ S. d. 
22,164 9 3 


£ S. d. 
481,142 9 


£ 8. d. 
2,742 6 10 


£ 8. d, 
506,048 16 10 


— 


2,481 9 


— 


2,481 9 


6,599 19 7 
4,638 10 


7,436 19 6 

6 5 1 

1,560 


1,979 13 4 
354 


16,016 12 4 
4,998 15 1 
1,550 


— 


1,592 7 1 


— 


1,692 7 1 


200 


3,590 10 2 


10 4 


3,800 14 2 


— 


14,259 10 11 


• — 


14,259 10 11 


9,702 16 
4,592 


29,335 2 4 
5,002 11 


771 8 8 
790 19 7 


39,809 1 7 
10,385 10 7 


— 


9,041 5 11 


— 


9,041 5 11 


— 


2,162 8 


— 


2,162 8 


— 


12,369 11 8 


— 


12,369 11 8 


— 


2,171 18 6 


— 


2,171 18 6 


— 


2,644 2 6 


— 


.2,644 2 6 


— 


7,653 6 5 


— 


7,653 6 5 


-— 


2,493 11 6 


— 


2,493 11 6 


550 


8,931 1 3 


76 6 


9,557 1 9 


1,274 11 
Cr. 143 9 5 


633 14 3 
32,728 14 11 


932 7 8 
7,547 6 1 
1,037 5 2 


2,840 2 10 

7,647 6 1 

33,622 10 8 


49,578 6 4 


527,226 2 4 


16,241 6 5 


693,045 15 1 
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No. 5. Midland Railway Company— Continued. 

Statement of Accounts to 31st December, 1900. 

Details of Expenditure for Half-Tear ending 
31st December, 1900. 



Lines in course of 
Construction: — 

Heysham Branches 
and Harbour 

Camden Town and 
Kentish Town 
Widening 

New Mills and Heaton 
Mersey Railways... 

Grassmore Junction 



Railway ... 



>•. ... 



£ 



Lines not commenced 
and in abeyance : — 

Royston to Brad- 
ford £ 



Land and 
compensation. 



£ s. d. 

2,503 7 2 

Crl,018 1 4 

2,717 3 4 



4,207 9 2 



Oonstructiou of 

waj and stations 

including rails, 



£ s. d. 

59,192 2 

18,977 7 

128,304 15 8 

8,412 4 9 



209,886 3 



23,294 14 1 



2,108 3 6 



I 



Law and 

Parliamentary 

charges. 



£ s. d. 

761 17 7 

102 11 6 

586 11 6 



1,441 7 



3,040 18 5 



... ... 

... ... 

... ... 



Working Stock : — 

Additional Engines... 
Additional Carriages 
Additional Wagons... 
Additional Machinery 
Continuous Brake Machinery 



£ 

Subscriptions to other Railways and Contributions of Joint 

jjiues ... ... ... ... ... ... ... ... 9b 



... 
... 

... 
... 



Total Expenditure for Half-year as per Account No. 4 



Total. 



£ s. d. 

62,447 6 9 

18,066 10 9 

131,608 10 6 

8,412 4 9 



215,534 12 9 



28,443 16 



47,940 
107,707 1 

64,801 11 4 
9,928 4 5 
2,491 17 11 



232,868 13 9 



73,315 4 5 



1,243,308 2 



I 



f if:. 



' . 1 
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Cheap Trains Act, 1844. 7 & 8 Vict. C. 85. 

Section 2. And be it enacted, that whatever 
may be the rate of divisible profits on any such 
railway, it shall be lawful for the said Lords Com- 
missioners if they shall think fit, subject to the 
provisions hereinafter contained, at any time 
after the expiration of the said term of 21 years, 
to purchase any such railway with all its here- 
ditaments, stock and appurtenances in the name 
and on behalf of Her Majesty, upon giving to the 
said company 3 calendar months notice in writ- 
ing of their intention, and upon payment of a 
sum equal to 25 years' purchase of the said 
annual divisible profits, estimated on the average 
of the three then next preceding years ; provided 
that if the average rate of profits for the said 
three years shall be less than the rate of ten 
pounds in the hundred, it shall be lawful for the 
company, if they shall be of opinion that the said 
rate of 25 years' purchase of the said average 
profits is an inadequate rate of purchase of such 
railway, reference being had to the prospects 
thereof, to require that it shall be left to arbitra- 
tion, in- case of difference, to determine what (if 
any) additional amount of purchase money shall 
be paid to the said company. 



\\ L'j'i^ w i. r. ■- i i }r .1 
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INDEX. 



Absentee Shabeholdbbs, 

protection of, 101, 149 — 

153 
Accounts, Railway, should be 

clear and intelligible, 104, 

137, 149— 16S 
ACWOBTH, W. M., on Railway 

Accounts, 168— -171 
Advisoby Committees, 221— 

233 
Allpobt, Sib James, on 

Third Glass Passengers, 

105, 132—134 
Amebican Coupling Defects, 

177, 195—201, 206 
Life Saving Appliances, 

177, 184—196, 201, 205— 

207 

Railway Management, 



160—171, 211 
Appendix : Directors of Prin- 
cipal English Railways, 
236 ; Dividends on Bright- 
on A Stocks, 242; Statutory 
Forms of Railway Ac- 
counts, 243 ; Capital Ex- 
penditure on Brighton 
Rolling Stock, 248; Sec- 
tion 30 of Railway Com- 
panies' Act, 1867, 249 ; 
Amounts charged to 
Brighton Capital Accounts 
against Auaitors' Advice, 
251 ; Published Accounts 
to December, 1900, 256 ; 
Brighton Passenger Traf- 
fics 1871 and 1900, 257 ; 



Midland Railway Accounts 
to December, 1900, 258 ; 
Section 2 of the Cheap 
Trains Act, 1844, 271 
Assets, Valuation of, 24, 44, 

103, 104, 113—116, 145, 
152, 153 

Attobney Gbnebal V, Mid- 
land Railway Co., 31 — 
39 

AUDITOBS Relation and Duties 
to Shareholders, 24, 102— 

104, 114—117 

Stock Taking, 103, 114, 

153 



— Nomination of, 102 

— should possess unre- 
stricted Powers, 103 

Appointment or Re- 



moval by Directors, 103 
and Directors in Dis- 



agreement, 116 
Automatic Couplings, 177 
184—195, 202—209, 234 



Bad Debts and Capital 

Losses, 44 — 46 
Balance Sheets, Court of 

Appeal on, 24, 139 
•« The Times " on RaU- 

way, 25, 140 

Essentials, 23, 48—50, 



152 

— Statutory form of Rail- 
way, 138 



! .. 



ill 
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^1 



Balance Sheet of Compa- 
nies, UBoal Formg of, 24, 25 
" ■ ' Omiwions in Railway, 26 

Railway, antiquated and 

false, 22, 138—140 

equivocal Meaning of 



" General," 138 
Babby, Sib John W., on 

Train Loads, 130 
BoABD OF Tbade, General 

Report for 1900, 20—23 
Suppression of Details, 

24, 30, 78, 143—145 

Capital Expenditure 



ignored, 51, 77 
— Control intermittent, 51 
79, 211, 214 

Laissez-faire policy, 20, 



24, 30, 61—53, 69—61, 71, 
72,78 

— Duplications, 59, 69 
— opposed Enquiry as to 
Profit, 52, 63 

Automatic Couplings, 



180, 184, 203, 236 

Bbighton, Projected Lines in 
1833, 10 

Brighton Company, its liti- 
gious character, 106, 163 — 
156 

Published Accounts to 

December, 1900, 119, 255, 
256 

Balance Sheet to ditto 



as amplified, 145, 146 
— " Splitting" process, 65 
Stock Issue at Discount, 



54 



Stock-taking of Rolling 
Stock, 113—115, 121 
— Maintenance and Re- 



newals of Rolling Stock, 
109—115, 121—123, 126, 
126 



Bbiohton Company, Rolling 
Stock, Cost and Over- 
valuation, 93, 95, 110 — 122 

Revenue Expenditure 

and Losses charged to 
Capital, 117—119, 251 

Capital Acts disre- 



garded, 118—120 
— Dividends on Deferred 
Stock, 1875 to 1900, 108, 
118, 123—125 

Third Class Passengers, 



107, 127—132 
— Passenger Traffic of 1871 
and 1900, 121—132, 257 
Directors, their Status 



and Ability, 88, 96 

Directors' Fees, 95, 96 



Buckley, Mb. Justice, Capi- 
tal Loss, 43, 47 



Caledonian Railway, Dup- 
lication, 59 

Capital, what is, 26, 29, 40 — 
49,63 

Expenditure by Bail- 
way Companies, 21, 74, 135 
—138, 144, 165—174, 216 

Method of raising Kail- 
way, 26—28, 73 

Nominal Railway, what 

is it, 30—39 

Account, Statutory Re- 



turn of Receipts and Ex- 
penditure on, 20 — ^21 

Cabbiages, Description of 
Early, 12, 13 

— ^ — AND Waggons, Statu- 
tory Account of Repairs, 
245 

Chabges, Revenue, paid with 
Principal, 49, 117—119, 
157 
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Chatham Railway Discount 
paid on issuing Stock, 64 

Cheap Teains Act, 1844, 
16, 82, 107, 149, 271 

OONVEBSION of 20s. Stock into 
30s. or 40s., 28 

Co-operation among railways 
advocated, 182, 222—224 

Coupling Casualties, 176, 
183, 187—191 

CouBT OP Appeal, Definition 
of Balance Sheet, 24 

CuNDY, N. W., projected Line 
to Brighton and Ports- 
mouth, 10, 11 



Dangers and Difficulties 
of Companies now exist- 
ing, 216—219. 

Dbbbntube Stock, 21, 27, 29, 
66, 71—73, 214—216 

Defebbed Shabeholdebs, 
56, 67, 61—63 

Delawabe Railboad Co. — 
See Lackawanna 

Dbpbeciation, 48, 49. 

DiBECTOBS, selection of, 70, 
96, 212 

choose their own Asso- 
ciates, 97, 98 

plurality of Seats on 



Boards, 88 

— their Relation to Share- 
holders, 97, 99—101 

— restraint as to use of 



Proxies, 97, 100 

— Status and Ability, 70, 

88, 95—98 

Fees paid for Manage- 



ment, 88, 96 

— when in Disagreement 

with Auditors, 116 



Discounts paid on issuing 
Stock, 54 

Dividends paid when Profit 
and Loss in Debit, 48 

when paid out of Prin- 
cipal, 74, 167 

paid on Ordinaiy Stock 



in 1900, 76 
Duplication of Stocks, 
31—39, 58—63, 69, 145 



Eably Railboads, for Mer- 
chandise, 2 

Babnings, Declension in Net, 
76,76 

BxPENDiTUBB, Improvident 
Capital, 74 

Working increasing, 

74—76 



Financial Tboublbs and 
Depreciation, 53, 160—162 

Findlay, Sib Geobge, 105 

FiBST Class Passbngebs, 
Statistics, 129—132 

Fixed Capital, Views with 
regard to, 42 — 44 

Fixed Engines on early Rail- 
roads, 2 

FoBMS OF Accounts pre- 
scribed by Statutes, 243 — 
247 



Gambling and Overspecula- 
tion, 61—57, 61—63, 147— 
149 

Genebal Balance Sheet, 
Statutory Form, 138 
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GOVSBNMBKTAL ADMINIS- 
TBATION, 78 — 86 

Gbeat Eastesn Directors, 
88 

Discount paid on issu- 
ing Stock, 54 

Boiling Stock over- 



valued, 94 

Gbbat Nobthebn adopted 
splitting, 55 

Duplication, 69 

Directors, 88 

Railway projected, 9 

Boiling Stock over- 
valued, 93 

Gbeat Wkstebn, Directors, 
89 

Boiling Stock over- 
valued, 93 

Construction, 10 

opposed to Duplication, 



60 

GUBNEY, Mb. Goldswobthy, 
Pioneer of Boad Motors, 
6—7 



Hadley, Pbofbssob, on Bail- 
way Accounts, 83 — 85, 
H7— 149 

High Coubt Stocks, Invest- 
ment under Trustee Act, 
67 

Highway Boad Motobs, 
4—9 



Intebstate Commebce Com- 
mission, U.S., 185, 188, 
196, 200 

Isle op Wight Bailways 
Duplication, 69 



Italian Bnquiby into State 
Acquisition of Bailways, 
83—85 



Lackawanna Bailway, 158 

—166, 173, 174 
Laing, Mb. SamubIi — ^Third 
Class Passengers, 106, 107, 
112—116, 127 

Land Tbanspobtion, 19, 
149 

Law Costs, Brighton and Mid- 
land Companies, 153 — 155 

LiNDLEY, LOBD, on Capital, 
42 

LiVEBPOOLAND MANOHBSTEB 

Bailway, 4, 10 
LoBD Chancellob on Capital 

and Profits, 44 
Loss AND Capital, Loss not 

voidable, 40, 44. 45—47, 

117—119, 135—138, 141, 

145 



Maintenance and Benew- 

ALS, 167, 166, 171—173, 
174 

Mania, Bailway, 16 

Mabket Lists, Traffics and 
Values of Stocks, 63 — 65, 
69, 165, 166 

Metbopolitan Distbict 
Bailway, Discount paid 
on issuing Stock, 64 

Midland Bailway, mi^- 
lished Accounts to Dec- 
ember, 1900, 139—143 

Balance Sheet as amp- 
lified, 139—143 
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MiDLAiTD Railway, Dupli- 
cation, 31—89, 66, 69 

Directors, 88 

Treatment of Revenue 

Items, 38, 39, 49, 141 
Third Class Passengers, 



132—134 

— Rolling Stock over- 
valued, 94 

— Act, 1897, 31, 38, 39 
Method of calculating 



Dividends, 68 

Mid-Wales Bank v. Goby, 
Capital and Profits Prob- 
lems, 44 

MooK, Sib Richabd, 105 



National Rights, 144, 149—^ 

153, 162 
Nationalization of Rail- 
ways, 79—84, 209—211 
Net Eabningb, Declension, 

76, 76 
Net Revenue ob Pbofits, 

Board of Trade opposed 

Enquiry, 62 
Nominal, Meaning of the 

Word. 30—39 
Additions, 21, 29, 

30—39, 66. 87 
omitted from Balance 



Sheets, 87, 138 
— Capital of ordinary 
Joint Stock Company, 27, 
37 42—44 
Vhat is Railway, 28— 



39 

Nobth Eastebn, Directors, 
89 

Management, 162 — 167 

Rolling Stock over- 
valued, 94 



Nobth Westebn, Rolling 

Stock fairly valued, 91 — 

94 

Directors, 88 

opposed to duplication, 

60 
Evidence in Committee 

when projected, 11 
Criticism of American 



Couplers, 207 

— Old Age rule for Staff, 

219—221 

Advisory Committee 



Proceedings, 221—233 
*< Novelty," of Braithwaite 
and Erricson, 4 



Old Age Rule for Staff 
Officers, 219—221 

Opposition to Road Mo- 
tors, 6—9 

Obdinaby Stocks Designa- 
tions, 64 



Pabliamentaby Chabges, 
Midland and Brighton, 
153—165 

Passengebs, Numbers and 
Fares, 77, 129—134, 257 

Pbemiums on New Issues or 
Conversions, 22, 28, 30, 
87 

Pbevbntablb Accidents, 
Duty of the State, 176, 
180 

Pbofits, what are, 44 

Public Right to Railway ac- 
counts, 151 , 219 
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Railway Agcottnts shonlcl 
be clear and intelligible, 
187 

and statistics, 228—233 

reformation necessary, 

157 



— Balance Sheets exclude 
capital details, 25 

Companies Act, 1867, 



Section 30—116, 249 
— Employment (Preven- 
tion of Accidents) Act, 
1900, 182, 203 

management, EngHsh 



and American, 162 — 171 
— Mania in 1844, 16 
— Nominal Capital anom- 
alous, 28—39 

Share Capital, what 



and how raised, 26 

Railways, National institu- 
tions, 51, 52, 54, 63, 82, 
144, 149—153 

Reoulatiow op Railways 
Act, 1868, Sanctioned 
" Splitting," 55 

Forms of Accounts 

prescribed by, 26 

Statutory form of 



Balance Sheet, 247 

1871, directs Returns 



of Capital to be made, 21 
Rennie, Messbs., projected 

Line to Brighton, 10 
Repaibs and Renewals of 

Carriages and Waggons, 

245 
Repobts of Meetings should 

be full and explicit, 101 
Rebebvb Funds, 50, 70, 165, 

170 
Revenue, see Loss. 
"Rocket "of W. R. Stephen- 

son, Jr., 4, 6 



ROLLINQ Stook, Average cost 
per worked mile, 89, 95 
overvaluations of, 91 — 



94 



No uniformity in clas- 



sification, 91, 94 
— early, 12, 13 



Safety Appliances Act, 
United States, 176, 186, 
189 

" Sans Pabeil,'* of Mr. Hack- 
worth, 6 

Secbecy in Railway Ac- 
counts, universally con- 
demned, 90, 151 

Select Committee, in 1831, 
on Road Traction, 7 

1844, Cheap Trains, &c., 

16 

in 1867, Recommenda- 

dations, 64 

in 1890, Duplications, 

60—63 

1900, Automatic Coup- 



lings, 181 
Shabeholdebs Entitled to 

Proper Accounts, 23, 25 

48—50 
— Advisory Committees 

Recommended, 98 — 101 
Sheffield Railway, Stock 

issued at Discount, 54 
Shobthand Wbiteb per- 
manently appointed, 101 
Shunting Pole, 178 
South, Bastebn, authorised 

to split Stock, 55 

Trustee Stocks, 70 

South Westebn, Duplication, 

67 
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South Wbstbbn, DirectOTs, 
88 

Rolling stock over- 

valned, 93 

" Splitting " sanctioned, 
56—57, 145 

Stamp Act, 1891, provisions 
of, 31, 37 

State acquisition of Rail- 
ways, 79—84, 144, 149— 
163 

Steam Traction on High- 
ways, 1829, 6. 7, 8 

Stock fixCHANGE Lists need 
Correction, 63—66, 69 

Stock-taking of rolling 
stock, 113—116, 152, 153 

Duties of Auditors, as 

to, 103, 114 

Stockton and Dablington 
Railway completed, 10 



Thibd Class Passengers, 

12, 76, 77, 107, 127—134 



Tbavelling by Rail in 1840, 
12—15 

Steam Engines, In- 
troduction, 4, 7 

Tbust Investment Act, 1889, 
69 

Tbustbb Act, 1893, when 
applicable to Railway 
Stocks, 27, 65, 70 

Tbubtees' Powebs to invest 
in "Trustee" and "High 
Court " Stocks, 66—71 



Valuation op Assets, diver- 
sity of Views, 44 

Vignold's, Mb., projected 
Line to Brighton, 10 



Waggons and Economic 
Handling, 194, 225—228 

WOBKING EXPENDITUBB, in- 
crease in, 74 — ^76 
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LONDON: 

COOK, HAMMOND AND WAUD, PBINTBRS, 

OBEAT ST. THOMAS APOSTLB B.O. 



A FEW AUTOMATIC 
RAILWAY WAGGON .COUPLERS, 

(ILLUSTRATED,) 



I. 

The Brockelbank Automatic Waggon 

Coupling. 



II. 
Brooker's Automatic Coupler- 



III. 
Moon's Automatic Coupler. 
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THE BROOKELBANK ABTOMATIO RAILWAY 
COUPLING. 
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THE EROCKELBANK COtTPLINa STXDICATE, Lm 
* 




Models can he seen at 35, Qdebn Victoria St., London, E.C. 
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EPISCOPACY : Historically, Doctrinally 
AND -Legally Considered. 

By JOHN FRASER. Price 3s* net; by post 3s. Ad. 



Published by JAMES CLARKE & CO, 13 and 14, FUH Street 

London, 



PRESS NOTICES, etc. 

LBdy Wimborne writes — "Your very interesting book is 
full of valuable information on subjects which are of extreme 
and pressing importance." 

Lord Grimthorpe—^^^ Your book contains a good deal of 
useful information and argument." 

Earl of Wemyss — " I have read your book with muQh 
interest and in general sympathy with your views." 

Rev. Arthur RobinSj M.A., of Holy Trinity, Windsor, 
dhaplain to the Queen, the Prince of Wales and Household 
Troops — ^** I shall be delighted to have your book and shall 
prize it not only on account of its fearless writing but of 
its friendly writer." 

Protestant Woman — ** The contents of this volume will 
doubtless prove somewhat startling to ordinary readers. Many 
people are apt to take things, episcopacy included, very much 
as they find them, and, though such persons may not consider 
our bishops exactly faultless, still they will accept the fact of 
their existence as a matter of course. The author states in 
the preface that ' this volume embodies certain slowly-formed 



I 



i;' ■'>! 






I 

I 1 






i 



convictions as the resalt of a prolonged research ... in cod> 
(' i: ; sequence of some allusions to * apostolic succession ' and the 

i' ;' * real presence ' made by the clergy.' Hence it is clear that 

Mr. Fraser is not speakins^ hastily or ignorantly. The opinions 
he advances are the deliberate expression of mature thought 
— ^the outcome of a precise and extensive acquaintance with 
the subject under consideration ; therefore it is but right to 
give him a fair and patient hearing. We heartily endorse the 
writer's remarks when he scornfully emphasises the contrast 
between those lowly, pious fishermen and tent-makers who 
] formed the earliest leaders or * Bishops 'of the Christian 

Church, and the pompous, worldly prelates of our own day, 
whose proudest boast is, nevertheless, their soi-disant * apos- 
tolic descent.' " 

The Leeds Mercury — ** In the work, some strong remarks 
are made on * the encouragement by the Bishops of the immo- 
rality of the practice of auricular confession.' The intonation 
of the Church service is denounced as a burlesque, a caricature 
of one of the most solemn exercises in which a congregation 
can be engaged. In the chapter on English Calendar Saints 
we are told that there were really saints known in Ireland in 
early ages as Saint Devil and Saint Satan, the festival of 
Saint Satan being held on May 15th. Beference is also made 
to such stories as the following : — Paul's head, when severed 
from his body, said < Jesus Christus' fifty times/gave three 
great leaps, and a fountain sprang up wherever it f elL When 
Saint Denys was beheaded, his body rose upon his feet, took 
up his head, and walked with it two miles. The Holy Cross, 
said to have been recovered in the seventh century, had the 
remarkable power of supplying the faithful with a full 
number of teeth, but after it was irretrievably lost no mortal 
was ever known to possess a sufficient number of teeth. The 
remaining chapters are on Church history down to the death 
of Henry VIII., the attempted reforms following his death. 
Public Worship Regulation Act and ecclesiastical jurispru- 
dence, modem lights and ancient doctrines. One of the 
objects aimed at by the author is * to assist somewhat in the 
arrest of that strong current of high ritualistic superstition, 
immorality, and intolerance in the Church of England which 
is sweeping all before it.' For this, along with other reasons, 
his work is well worth reading." 

Sheffield Independent — "As a theological work it contains 
trenchant, vigorous argument, and much unanswerable fact. 
It is true that the language is at times unnecessarily strong, 
but bitter invective seems inevitable in religious discussion, 
and probably the book will draw forth an equally strong 
production from the other side." 



Hampshire Telegraph — "The book is a most valuable 
addition to our standard works on the subject, and even those 
who most dissent from Mr. Eraser's views will yet thank him 
for having dealt so clearly and concisely with the history of 
the Church from the earliest times right down to the present 
day." 

Scotsman — '* An impartial and independent observer, con- 
templating the book from a standpoint apart, will derive 
considerable amusement from the vigour with which it slashes 
at the dignified clergy." 

Daily Chronio le — " The rattling raillery, the vigorous attack^ 
the biting sarcasms against what he regards as superstitions, 
and the rather slapdash way of applying his considerable 
stores of historical facts, make a more readable book than 
close reasoning, marshalled facts and balanced judgments. 

The most readable chapter of the book is the one on the 
English calendar saints. It is quite possible that a more 
serious and more philosophical discussion on idolatry would 
not have exposed so effectually the dangers of hagiology. 
We owe Mr. Fraser a debt for showing how dangerous it is 
to surrender the critical facultv and to slide down the facile 
stream of Church tradition. The grotesque absurdities in. 
which we are landed are very happily hit off. 

The pages on the Confessional in England are very 
strong. We sincerely trust they are based not upon facts 
but upon the assumption of what might naturally happen 
from the use of that dangerous ecclesiastical engine." 

Speaker — *'He scoffs vigorously at * episcopal arrogance and 
sacerdotalism,' and he occasionally contrives to shoot a well- 
directed arrow between the joints of the cumbrous and anti 
quated ecclesiastical armour of contemporary prelates and 
priests. He has a mean opinion of the Archbishop of Canter- 
bury as an ecclesiastical judge. 

It will be seen that our author uses great plainness of 
speech and is by no means inclined to bandy compHments 
with hierarchy." 

The Brighton Herald — " His book is entitled to praise as 

a vigorous attempt to let light into dark places, and to remove 

some of the heavy superstructure with which ignorance and 

ambition have encrusted the plain delivery of tbe message of 

^^eace." 

Liverpool Alerw/ry— "Theie is almost throughout the 
book a perceptible glow of indignation that makes the perusal 
of this work exceedingly enjoyable, even although one has 
:; to differ sometimes." 
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The Freeman^-** "He deals with the whole subject of 
wonhip, with all phases of sacerdotal and sacramentarian- 
perTersions of the gospel, with recent ecclesiastical disputes 
and he shows that the boasted National Church is the most 
sectarian and un-national of our institutions." 

EaBtern Morning News, Hull — " It is doubtful if the views 
which the author desired to express could have been more 
thoroughlj put forward." 

The Sussex Daily News — ** Mr. John Fraser has written 
a very elaborate, and, it must be owned, a very striking book 
on this great subject — a subject which has already been 
argued in countless volumes. The title is ' Episcopacy,' and 
the author considers the question historically, doctrinally and 
legally. He prints five mottoes'on his title page ; in the first 
he puts the Pauline problem, * What communion hath light 
witn darkness ? * and in the last he quotes the Miltonic lines, 
* Help us to save free conscience from the paw of hireling 
wolves, whose gospel is their maw.' 

As showing the exceeding plainness of his speech, and 
at the same time indicating the scope and purpose of his 
elaborate enquiry into Episcopacy, Mr. Fraser declares that 
he desires to 'assist somewhat in the arrest of that strong 
current of high Fatualistic superstition, immorality and 
intolerance in the Church of England which is now sweeping 
all before it.' It is to be feared that he will not find the 
aforesaid high Ritualistic party altogether disposed to enter 
the lists against him." 

The Christian World — ^** The work has in it much valuable 
information, and undoubtedly expresses a feeling on the part 
of a vast and growing mass of conscientious Churchmen, 
which the hierophants of the Establishment can ill afford to 
ignore." 

Scottish Leader — " Mr. Fraser's argument will not appeal 
to us BO much as to persons on the other side of the border^ 
But the volume will no doubt find a useful place in the 
polemical literature of the subject." 

Dundee Advertiser — "The book contains a good deal of 
interesting matter gleaned from the fields of ecclesiastical 
controversy." 

The Mid-Sussex Times — "'Episcopacy' is certainly a 
remarkable book, and evidences not merely extensive erudition,. 
a thorough grasp of the subject, and much literary ability, but 
the zeal of the propagandist anxious to abolish what he 
believes to be wrong, and contrary to the highest dictates of 
conscience. In over 4Q0 pages of closely-reasoned, yet most 
interesting matter, does Mr. Fraser expound his views. 




Some most amusing stories are told of the various 
worthies whose names figure in the odour of sanctity with 
Ritualists at the present day, their domestic troubles being 
depicted with considerable sense of humour. 

Mr. Fraser is to be congratulated on the success which 
has attended his efforts to place before Englishmen the 
present position of the Established Church from the Protestant 
standpoint. 

Written in plain language and in clear and incisiye 
style, it is just the book for the age, and should have a large 
and increasing circulation among those to whom it appeals." 

Liverpool Post — " * Episcopacy * is obviously the work of 
an author who has given deep thought and exhaustive study 
to his subject. The book will delight the souls of perfervid 
Protestants." 

English Churchman — " We entirely concur in his strictures 
upon images, altars, intoning, the reredos in St. Paul's and 
Exeter Cathedrals, the monstrous and unscriptural theory of 
Apostolic Succession, the obstructive Episcopal veto, and the 
disloyalty and dishonesty of clergy receiving Church of 
England pay whilst doing the Church of Rome's work. He 
rightly condemns the tactics of the bishops of the present day, 
and their encouragement of Ritualism and Romanism, and 
his dissection of the Lambeth Judgment — * a nondescript and 
illusive document,' largely made up of * antiquarian twaddle ' 
— though severe, is just. We agree that upon the bishops must 
rest the blame of the present grave and scandalous condition 
of things in the National Church. The book contains some 
scathing pages on the Confessional, and if the statements are 
based upon facts no words can be too strong in reprobation of 
that. abominable and soul-destroying practice." 

The Eastern Daily Press — "It would be too long a task ta 
follow the author through his sledge-hammer diatribes with 
reference to altar lights, clerical millinery, chancel fixtures, 
and the growing practice of auricular confession, concerning 
which he lets fly a tremendous stream of invectives. He 
fears, and he says so without restraint, that with a celibate 
clergy, the confessional would asain become the scene of 
iniquities and abuses such as those which led husbands, 
fathers and brothers to petition King Henry VIII. On the 
whole we think Mr. Eraser's book a timely utterance and one 
well calculated to define the issue between the evangelical 
and the advanced parties." 

The Rock — " A glance at some of the solid matter of the 
volume and its methodical arrangement is enough to show 
that the writer's researches have extended over wide fields^ 
and that he has digged deep for some of his material." 
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The Dundee Courier — " It is a strongly-worded protest 
against certain innovations in the Church of England. For 
some tinae back attention has been directed to the extreme 
High Church partj, and their teachings as to * Apostolic 
Succession * and the * Real Presence ' has been vigorously 
canvassed. Certain so-called inovations, such as images, 
Saints* Days, burning of candles, and auricular confession,^ 
have threatened to rend the Church in twain. In a series of 
six lectures, Mr. Fraser seeks to combat these and other 
kindred subjects. He writes in plain language for working 
men.'' 

The Norfolk News — " In some of the long sweeping sen- 
tenccs, with which he concludes his chapters, we seem to hear 
the fierce denunciatory voice of a Puritanism that passed 
away with the age of Milton. 

Mr. Fraser's paiics on the Calendar of the Saints, the 
status and practices of the clergy in the days of Wiclif, and 
the pass which had been reached at the time when Henry 
VIII. took things in hand, may be read with profit and 
instruction. 

Now and again we need an author like Mr. Fraser, with 
the faculty of calling a spade a spade, to tell us where we are 
drifting." 

The Glasgow Herald — " There is room for a popular 
statement of th» subject of Episcopacy in its various aspects. 
This has been done with some credit in the volume before lus. 

A mass of facts has been gathered by the author, which, 
are certainly damaging to the Romanising party in England." 

The Lewisham District News — " Mr. Fraser has produced 
a work which will give rise to much discussion in this country 
and our colonies. 

The starting point of his work is the claim to ' Apos- 
tolic Succession ' by the clergy. He is humorous, sarcastic- 
and concise. He has bestowed great labour in his researches, 
and has, perhaps, ransacked all the Standards of the Church 
of England — ancient and modern — the controversies legal 
and historical, since the Oxford movement began, down to 
the recent Lincoln judgment, and gives the result of the 
various legal actions which have taken place, in plain lan- 
guage, such as every thinking working man can understand. 

Mr. Fraser is very pungent on the Calendar of English 
Saints, and the keeping of Saint Days, both major and minor, 
now getting much into vogue, among the extreme juvenile- 
clergy. We would recommend them to give this portion of 
Mr. Fraser's work their closest attention. 

The subjects of Mr. Fraser's work are admirably 
arranged. When occasions present themselves, he treats' 



them with humoroas and laconic force. His statements refer- 
ring to historical facts and legal judgments are accurate, and 
will be found most useful to the general reader. We con- 
gratulate the author on the excellent manner in which he has 
executed his task, giving * hard knocks at times,' but offence 
to none." 

The Eastbourne Standard — " It is a remarkably well- 
written work, the author evidently having carefully studied 
his subject." 

The Guardian — *He shows what value he attaches to 
historical Christanity by a furious invective against the 
English Calendar Saints and by calling the Athanasian Greed 
An * objectionable confession of the Christian Faith.' The 
bishops are said to * eat the bread of the nation,' and they 
wax »f at on it and kick at the Privy Council, all of whose 
* decisions are final, although they may even conflict with 
each other.' Perhaps the raciest passages are those which 
deal with Bishop Temple and his naughty ways in the matter 
of reredoses, idolatory and Church decking." 

The Methodist Times — " Scattered through the volume 
there is much valuable and curious information, and the 
Author now and again gives the bishops a very shrewd 
thrust." 

The Literary World — "Into this book against diocesan 
bishops, Mr. John Fraser, a fervid Evangelical, has condensed 
a large amount of curious ecclesiastical learning. Mr. Fraser 
denounces the modern English bishop as a Bomaniser, a 
political obstructive, a protector of poisonous literature, such 
AS* Kssays and Reviews' and *Ecce Homo,' an obstacle to 
religious union, and an unapostolic ruler of the Church. 

Mr. Fraser is thorough going. He takes a gloomy view 
of the present, but believes that * Episcopacy mtist eventually 
yield to the superior forces of literature and education, 
although it may be enabled to rally frequently and effectively 
before it finally succumbs." 

The Brighton Gazette — "The author has dealt compre- 
hensively with his subject ; has not hesitated to deliver some 
keen home thrusts at the coldly repellant attitude of eccle- 
siastical formality, and throughout the whole of his most 
interesting work he may be considered to have been actuated 
by the sole motive of bringing back to the National Church 
that warm glow of Apostolic vitality that should break down 
the narrow bulwarks of restrictive ecclesiasticism, and 
universally disseminate gifts and gracious influences on all 
Around. The author has no sympathy with the limited and 




exclusive sense applied to tbe term * Church/ and he 
severely indicts the whole system of English Bitnalism. 

The hook is div^ided into six parts, each of which is 
properly classified. In Part 1 the writer discusses ancient 
and modern episcopacy, and quotes largely from Scripture 
and secular hi-^tory. Other parts contain a scathing exposure 
of the origin and baneful results attending Saint adoration, a 
valuable epitome of Ohurch history up to the death of the 
epoch-making Henry YIII., the history of altar lights, and 
modern matter deaUng with the Bishop of Lincoln. From 
the care taken in its compilation, the cogent logic and 
irresistible force of its facts, the book should find a large 
circulation." 

Westminster Review — '*We have enjoyed reading Mr. 
Eraser's lively attack on Episcopacy, and can recommend it 
as both just and timely. It is a genuine exposure of the 
weakness of the pretentions of the Established Church from 
more than one point of view, and would be found invaluable 
by a pugnacious political nonconformist." 
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